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A PLEA FOR AN INDEPENDENT 
FOREIGN POLICY 


HE excitement caused by the announcement of the 

Anglo-French compromise brings to the front once 
more the question of the fundamental policy which Great 
Britain ought to pursue in Europe and the world. Public 
opinion here, after the period of doubt which followed the 
Paris Peace Conference and the withdrawal of the United 
States from co-operation, had come generally to regard its 
foreign policy as friendly co-operation with all nations 
(except Russia) and special alliances with none, that is, the 
policy represented by the Covenant of the League of 
Nations and the Locarno treaties. It welcomed the con- 
clusion of the Peace Pact as still further strengthening this 
new procedure for the conduct of international relations, 
and as bringing the United States into some association 
with it. 

The profound disquiet, however, caused in Germany, 
Italy and the United States by the so-called compromise, 
and the secrecy which enveloped the discussions about it, 
raised grave suspicions, either that this general policy had 
been abandoned, or that a parallel policy was being carried 
on, based upon a military understanding with France, which 
was really incompatible with it. Was it possible, after all, 
that the policy of the Government was leading, not towards 
a lasting and general peace, but to the division of Europe 
again into two hostile camps and to a naval competition 
with the United States, because it had become subordinate 
to the policy of France ? 

It is a vital question, and some attempt will be made 
in this article to consider it. 
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I. Europe BEFORE THE War 


TEVER during its history has Europe known lasting 
peace: for the Pax Romana never applied to as much 
as half its extent. Since the decline of the authority of 
the Papacy and the Holy Roman Empire, and the division of 
Europe into modern independent States, it has had periods 
of peace—but they have never lasted for very long. ‘These 
periods of peace have been attained in one of two ways. 
Sometimes a single Power, ora group of Powers, has attained 
to such a position of preponderance that, for a time, it 
could direct European affairs because no one could resist 
it. This was the system, for instance, used by Napoleon, 
and by the Holy Alliance after his overthrow. More often 
Europe had peace for a time because a balance of power 
had been created which made it impossible for any Power 
or group of Powers to impose its will, except at the price 
of a trial of strength, in which the issue was in doubt. This 
was the system which Great Britain tried to maintain as 
the answer to the overweening domination of Louis XIV 
and Napoleon, and which Bismarck created when he upset 
the concert of Europe in order to unite Germany in 1870. 
But neither system has maintained, or ever can maintain 
the peace forlong. Both must endin war. The system of 
preponderance ends in war because the sentiment of 
freedom and nationality is too strong to tolerate indefinitely 
the dictation of any single Power or group of Powers. The 
system of the balance of power ends in war because an 
active human society, like that of Europe, cannot live 
without constant political change, and because under it, 
unless in every dispute all groups can voluntarily agree, the 
necessary political changes can only be effected by force : 
that is, by war. 
Great Britain’s policy in Europe has been fundamentally 
the same since she abandoned her Plantagenet possessions. 
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She has resisted every attempt to create an empire over 
Europe, partly because it threatened her own independence, 
and partly because in every case it represented a system to 
which she was opposed, both on moral and political grounds. 
Thus, she resisted the ambitions of the Hapsburg Empire 
and the Catholic reaction in the days of the Armada. She 
resisted the autocracy of Louis XIV and his successors, and 
its hostility to her growing parliamentary system, both in 
Europe and beyond the sea. She resisted the ambitions 
of France, when her ower was used either in the interests 
of revolutionary Jacobitism or of Napoleonic imperialism. 
It is often alleged, especially in Europe, that Great 
Britain has consistently supported the balance of power, 
because she sought to divide her rivals. This is a mis- 
reading of history. Great Britain has never sought to 
intervene in Europe for the sake of power or control because, 
since the time of Elizabeth, she has always been preoccupied 
with the outside world. She has only done so when some 
European despotism threatened to dominate the whole 
continent and so menaced her own liberty. Thus, in the 
nineteenth century she remained almost indifferent to 
Europe: she was indifferent during the post-Napoleonic 
period when its affairs were conducted by the Holy Alliance 
Powers; during the period of national and democratic 
readjustment which lasted from 1848 to 1870; and in the 
years when Bismarck was basing his political structure of 
Europe on the Triple Alliance of Germany, Austria and 
Italy, and the Dual Alliance between France and Russia 
was being formed to balance it. It was only when the 
growing power of Germany and the military policy of 
William II threatened to overthrow the balance in favour of 
a Germanic preponderance, that Great Britain abandoned 
her policy of isolation and entered the Entente. That 
she was justified in her attitude is clear from a consideration 
of what would have happened if Imperial Germany had 
succeeded in defeating the Allies. As the war aims of her 
leaders showed, as indeed the maintenance of the German 
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Imperial system required, a Germany victorious on land 
would inevitably have imposed terms of peace and have 
occupied strategic positions which would have made it 
impossible for any continental States to have combined suc- 
cessfully against her again. In other words, she would 
have attempted to re-establish the Napoleonic Empire in 
Europe upon a securer, because a more central, base. 
Though the actual occasion of the entry of Great Britain 
into the war was the invasion of Belgium, the underlying 
cause of the Entente and of the ultimatum was a realisation 
that the issue was once more between freedom, nationality 
and independence on the one side, and despotism on the 
other—the same issue which had dragged Great Britain 
into general European wars four times before. 


II. Tue Versartites SOLUTION 


HEN the outward thrust of the central Powers had 
been defeated, not by the efforts of Europe alone, but 


also by those of the British overseas Dominions and the 
United States, the supreme question which faced the Peace 
Conference was what European structure was to be put 
in place of the pre-war system. ‘The three dynastic military 
empires, the Hohenzollern, the Hapsburg and the Romanoff, 
had disappeared in defeat or revolution, and Europe had 
reconstructed herself automatically, outside Russia, on the 
basis of nationality and democracy, before ever the Peace 
Conference assembled. The Peace Conference had three 
aims. It endeavoured to lay the foundations for a more 
peaceful Europe in the national frontiers which it drew and 
the treaties for the protection of minorities. It attempted a 
temporary solution of those problems of security and 
reparation which were the main preoccupation of France, 
the new States in eastern Europe and Great Britain. And 
it laid the foundations for a political system for Europe, 
in the League of Nations, which was entirely different from 
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the rival systems of preponderance and balance which had 
resulted in so many disastrous wars during the preceding 
centuries. 

The fiercest struggle in Paris was between the traditional 
ideas of Europe and the ideas brought to the front by the 
experience of the British Commonwealth and the philosophy 
of President Wilson. France, invaded twice in fifty years, 
torn between pride in victory and the consciousness that 
if she had been pitted alone against Germany she would 
have lost the war, saw her only security in making the Rhine 
her military frontier and in dismembering a Germany 
which had only been united some fifty years before. As 
Marshal Foch put it: “The Rhine governs everything. 
When we are masters of the Rhine we control the whole 
country. When we are not stationed on the Rhine we 
have lost all.” The British Empire and the United States, 
on the other hand, saw in this proposal the seeds of another 
and inevitable world war. They insisted that France 
should be content with Alsace-Lorraine, and made an 
alternative proposal for her security and that of the new 
States. 

The security of France and fulfilment of the treaties 
of peace were to be assured by the limitation of the Ger- 
man army to 100,000 men ; by the occupation of the Rhine- 
land for fifteen years, and its demilitarisation in perpetuity ; 
and by a joint guarantee on the part of Great Britain and 
the United States that they would come to the assistance 
of France in the event of “ unprovoked aggression,” until 
such time as the League of Nations should regard this 
guarantee as no longer necessary. The reparation deadlock 
was resolved by embodying the total claims of the Allies 
in the Treaty of Versailles and setting up a Reparation Com- 
mission, on which the United States would have the de- 
ciding voice, to fix the total of reparations in two years’ 
time, on the basis of what it considered Germany could pays 
Finally, the Covenant was incorporated in all the treaties 
of peace, and under it the nations of the world pledged 
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themselves to submit every international dispute to investi- 
gation by the League, and to refrain from war until 
three months after its report had been received. The 
Covenant further provided that all treaties to be effective 
must be made public; that the League should make 
the all-round limitation of armaments one of its primary 
concerns ; that the treaties of peace themselves might be 
revised in due time through the medium of the League ; 
and that all members undertook to defend one another’s 
territories against attack. The essence of the League system 
was that both the system of preponderance and of the 
balance of power were gradually to disappear and be re- 
placed by one in which international questions were to be 
settled by the nations discussing them freely and on 
equal terms round a table. 

Before, however, the League could be properly insti- 
tuted and before the Reparation Commission could report, 
the whole basis of the Versailles settlement was blown 
sky high by the rejection of the Treaty, the League and 
the Treaty of Guarantee to France by the United States. 
The next five years were a period of extreme confusion 
during which Europe was groping after an alternative 
basis for its political life. France, deserted as she believed 
by the United States and now dominant on the Repara- 
tion Commission, began to provide for her own security 
by a series of alliances with Poland, Czecho-Slovakia and the 
other members of the Little Entente, insisted that 
Germany should pay the cost of restoring her devastated 
territories in full as required by the Treaty of Versailles, 
and powerful elements began to demand once more the 
Rhine frontier. Great Britain stuck resolutely to her view 
that the foundation of a peaceful Europe could only be the 
establishment of just frontiers between France and Ger- 
many and the abandonment of all ideas of “ repressing ” 
Germany in perpetuity. She also rapidly came to regard 
the “ scaling down” of the Versailles reparation figures to 
moderate dimensions as essential to her own economic 
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recovery and to that of Europe. Germany, watching the 
withdrawal of the United States from Europe and the 
growing tension between France and England, began to be 
more hopeful about her future. Powerful elements within 
her began to demand that she should try to escape both dis- 
armament and the fulfilment of the “ dictated ” Treaty of 
Versailles. At Cannes, in January, 1922, Great Britain tried 
to relieve the tension by offering to France a guarantee 
against German aggression—an offer which was rejected 
as it did not apply to eastern Europe as well. In Septem- 
ber, 1922, the Assembly of the League began to consider 
an alternative proposal for security, the Draft Treaty of 
Mutual Assistance, by which all the parties were to under- 
take to assist any of their number who should be the 
victim of a war of aggression. But the crisis could not be 
avoided. On January 4, 1923, at a conference in Paris, M. 
Poincaré and Mr. Bonar Law finally failed to agree, the war- 
time unity of the Allies was broken, and on January 11 the 
occupation of the Ruhr by France and Belgium was begun 
without co-operation from Great Britain. 

Disastrous though the consequences of the occupation 
of the Ruhr proved to be, it paved the way for Locarno. 
It convinced Germany that the Treaty of Versailles had 
to be fulfilled. It convinced France that the Treaty had 
to be interpreted reasonably if it was to be fulfilled at all. 
It convinced Great Britain that the line of advance was 
through the League and not by means of any unilateral 
arrangement with France. The first result of the Ruhr 
disaster was the appointment of the Dawes Committee 
in October, 1923, which by the spring of 1924 had laid 
down a basis upon which the reparation issue was to be 
satisfactorily settled for some five years. The second 
result, which was also due in part to the coincidence of a 
Left-wing Government being in power in France under 
M. Herriot, and a Labour Government in England under 
Mr. Ramsay MacDonald, was an attempt by France and 
Great Britain at the League Assembly of 1924 to settle 
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the security question by linking it with arbitration and 
disarmament in the draft Geneva Protocol, the basis being 
that every signatory should guarantee every other signatory 
against aggression, which was defined as resort to war 
after a refusal to arbitrate. 

The Geneva Protocol, itself an extension of the Draft 
Treaty of Mutual Assistance, foundered because the 
Conservative Government of 1924 in Great Britain refused 
to undertake the unlimited European obligations it en- 
tailed. France and the Little Entente were for the Proto- 
col because it implied a British naval and military guaran- 
tee of all their frontiers as against an attempt by Russia 
or any of the ex-enemy Powers to upset them. It was 
precisely the unlimited character of the guarantee which 
drove Great Britain, backed by the Dominions, to reject 
the Protocol. That the essence of the Protocol was the 
British guarantee and not the collective guarantee was 
proved by the fact that, after its rejection by Great Britain 
in March, 1925, no effort was made to carry through the 
scheme among the European Powers themselves. 


III. Tue Locarno SETTLEMENT 


HUS the way was now opened for the Locarno 

Treaties which have been the political foundation of 
Europe since October, 1925. The Locarno settlement rests 
upon three bases. First, the formal renunciation by Ger- 
many of any intention or right to attempt to alter the 
peace treaties by war, a renunciation embodied in treaties 
between herself and France, Belgium, Poland and Czecho- 
Slovakia, whereby the parties undertake to renounce war 
altogether and to settle all their disputes by pacific means. 
Secondly, the limitation of the British obligation in 
Europe to a guarantee of the integrity of the Rhineland 
against aggression either from Germany or from France, 


that is the area in which British interests would actually 
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be directly involved in time of war. Thirdly, the entry of 
Germany into the League of Nations and her acceptance 
of the Covenant as the new working basis for European 
relations (excluding Russia). 

The Locarno settlement has successfully stabilised 
Europe because it substituted a voluntary acceptance by 
Germany of the peace settlement for a forced one; be- 
cause it united the allied and enemy Powers on a basis of 
political equality in dealing with the affairs of Europe at 
Geneva; because it made Great Britain the mediator 
between France and Germany instead of the ally of one 
side against the other ; and because it laid the foundations 
for a new era in Europe in which political disputes could 
be settled peacefully through the co-operation of France, 
Germany and Great Britain in the League of Nations 
instead of being settled by war under a new balance of 
power. 

The Locarno settlement, however, was only a founda- 
tion. It left intact the absolute military preponderance 
of France, Poland and Czecho-Slovakia as against Ger- 
many. According to the League’s Armament Year Book 
for 1927-8 the numbers of the armies of the four Powers 
are as follows:—France, 623,141; Poland, 267,405 ; 
Czecho-Slovakia, 127,012 ; Germany, 100,000. The Lo- 
carno settlement also left intact the provisions of the 
Treaty of Versailles which permit the occupation of the 
Rhineland until 1935. It was generally understood, how- 
ever, especially in Germany, that the acceptance by Ger- 
many and Great Britain of the Locarno treaties and her 
entry into the League would be followed by an early 
evacuation of the Rhineland and by an agreed measure 
for the limitation of armaments, which would bring the 
Allied Armies a great deal nearer to the German level. 
Indeed, it is obvious that no stable basis for peace in Europe 
will exist so long as Germany is officially disarmed and her 
neighbours are armed to the teeth, for that is peace through 
preponderance and not through the League. The problem 
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ofjhow to settle these questions in the spirit of Locarno 
and so make the League system a reality has been the 
main concern of high European politics for the last three 
years. 

Before passing, however, to the reason for the excite- 
ment which has been caused in Europe by the Anglo- 
French compromise—which in form was only an item in 
the negotiations for an all round agreement about dis- 
armament—it is necessary to turn aside for a moment to 
consider the relations between the United States and 
Great Britain and the reason for the abortive naval nego- 
tiations. 


IV. Ancio-AmeEriIcan RELATIONS 


HE Monroe doctrine, formulated in 1823 by Presi- 

dent Monroe, was the logical result of the American 
revolution. The United States, separated by 3,000 miles 
from any Great Power except Great Britain in Canada, 
announced her intention of concentrating all her energies 
upon the development and peopling of the vast estate in 
the West which she had inherited or purchased, and of 
taking no part in the confused and dangerous politics of 
Europe, provided that Europe made no attempt to inter- 
fere in the political affairs of the republics of the North 
or South American continents. 

Despite some awkward quarrels, during the Civil War, 
over the Venezuela boundary, and other matters, there has 
never been any real conflict between British and American 
foreign policy. ‘This is partly because the political and 
moral traditions of the two countries are much the same, 
and partly because their vital national interests have never 
come into collision. Great Britain during the nineteenth 
century was mainly interested in international trade under 
a system of free trade; the United States was mainly 
interested in internal development behind a high tariff. 
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When the world war broke out, the United States, after 
studying for two years what it was all about, came to 
practically the same view of the issue as Great Britain 
had done. Though the occasion of her entry was the 
inauguration of the German unlimited submarine campaign, 
the cause was the recognition that a German victory would 
mean the establishment of a Napoleonic despotism over 
Europe. In the words of President Wilson, the United 
States entered the war “to make the world safe for 
democracy,” a statement which may be compared with 


Mr. Asquith’s in 1914 : 


We shall never (he said) sheath the sword, which we have not 
lightly drawn, until Belgium recovers in full measure all and more 
than all that she has sacrificed, until France is adequately secured 
against the menace of aggression, until the rights of the smaller 
nationalities of Europe are placed upon an unassailable foundation, 
and until the military domination of Prussia is wholly and finally 
destroyed. 


It is worth noting that the reason for the entry of the United 


States into the war was quite as much to restore the balance 
of power in Europe as any of Great Britain’s earlier inter- 
ventions had been. 

The sudden reversal of the Monroe doctrine which the 
entry of the United States into the world war implied was 
followed by an equally sudden relapse into isolation in 1920. 
Though party and personal factors entered into the presi- 
dential election of that year, what gave Senator Harding his 
unprecedented majority was the simple appeal that the 
United States should not compromise the independence 
she had won in 1783 and reasserted in 1823 by becoming 
legally and permanently entangled in the politics of Europe. 

None the less, while the Monroe doctrine has prevailed 
and will still prevail, both so far as European non-inter- 
vention in the American continent and American non- 
intervention in the internal affairs of Europe are concerned, 
the world war proved that, as a foreign policy for latter 
day conditions, it was totally inadequate. The United 

II 





A Plea for an Independent Foreign Policy 
States is now a nation of nearly 120,000,000 people. She is 
becoming increasingly dependent on foreign countries for 
her vital raw materials, and on foreign markets for the pros- 
perity of her manufacturing industries. Moreover, her 
experience between 1914 and 1917 of the power of the 
British navy to interfere with her trade and commerce 
revived the bitter memories of the war of 1812, and led even 
a pacifist President like President Wilson to obtain the 
authority of Congress in 1916 to construct a new navy of 
sixteen battleships and battle cruisers of the largest size— 
with the avowed purpose that neutral American trade in 
future should not be at the mercy of belligerent Powers. 

In 1921-22 a new American foreign policy was disclosed 
at the Washington Conference. The United States was still 
determined to assume no responsibility for the settlement 
of European affairs or for the League of Nations, but she 
took the initiative in proposing a settlement of the problems 
of the Pacific, based on the rehabilitation of China and the 
open door for the trade of all nations. She further pro- 
posed naval equality with Great Britain and the 5: 3: 1.75 
ratio for the two leading naval Powers, Japan, and France 
and Italy respectively. This programme was accepted by 
the other Powers, except that an arrangement was made 
for the non-fortification of bases in the Pacific, which made 
naval war there practically impossible, and that “ parity ” 
was applied only to battleships and battle cruisers, partly 
because France refused to limit light cruisers and sub- 
marines, and partly because of the practical difficulty of 
determining what “ parity” in cruisers meant, in the 
entirely different geographical circumstances of the British 
Empire and the United States. 

It was informally agreed, however, that at a later date 
further steps should be taken to arrive at an agreement 
about cruisers, and in 1927 President Coolidge, impressed 
by the new competition in cruisers and light craft which was 
obviously beginning and in which Great Britain in the 
general interest of her security took the lead by laying 
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down eleven large cruisers as against two by the United 
States, summoned the naval conference between the 
representatives of the United States, the British 
Empire and Japan, which met in June at Geneva—a 
conference which France and Italy, disgusted at the 
1°75 ratio accorded to them at Washington, refused 
to attend. The responsibility for the failure of the Geneva 
conference seems to rest in almost equal measure on the 
shoulders of the British and the American Governments. 
President Coolidge, by sending as the head of the American 
delegation a relatively junior diplomat to a conference which 
required a figure of political importance, made it inevitable 
that it should proceed on purely technical lines and be 
dominated by admiralty views. Further, while he 
proposed a reduction in cruiser armaments to a total 
tonnage of 300,000, he insisted on coupling with it an 
interpretation of parity which gave the United States 
the right to put her total cruiser quota into “ aggressive ” 
ships of war (10,000 ten cruisers armed with 8-inch guns). 
As Great Britain would have to use a large part of her quota 
for small cruisers to patrol the Empire’s communica- 
tions, this would have accorded to the United States the 
right to a permanent “ offensive ” superiority. The British 
Government, on the other hand, would accept no reduction 
in its very considerable cruiser building programme, 
demanded that there should be both limitation and parity 
in the large cruisers which alone suited the United States, 
and authorised the breaking off of the negotiations when 
this was refused. 

The failure at Geneva was followed by two striking events. 
The first was that President Coolidge authorised the presen- 
tation to Congress of the most staggering programme of 
naval construction which has ever been proposed in a time 
of profound peace—a programme which included 71 new 
vessels costing about £150,000,000. Public opinion, how- 
ever in the United States rebelled against so violent a 
reaction from the policy of disarmament, and the programme 
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was reduced so as to provide for the construction of fifteen 
10,000 ton cruisers and an aircraft carrier in the next three 
years—a programme which will bring the United States 
Navy to approximate “ parity’ with the British in the 
larger type of cruisers. ‘The second event was the initia- 
tion by Mr. Kellogg of the proposal for a Peace Pact, 
whereby all the great Powers undertook to renounce war as 
an instrument of their national policies, and to settle their 
disputes only by pacific means. This move on the part 
of the United States—the outcome of negotiations between 
Washington and Paris—was acclaimed with enthusiasm 
by public opinion in the United States and the British 
Empire, though it met with a more doubtful reception 
on the Continent. On August 27, however, the Peace Pact 
was signed in Paris, though it has still to be ratified on 
behalf of the various signatory Powers. 


V. Tue Navat Prospiem 


T the root of the naval problem lies the question of 
ensuring freedom for national commerce in time of 
war. ‘There is no other real issue at stake between the 
British Empire and the United States. They stand for 
the same general ideas in the world, i.e., political freedom, 
democracy, and peace. Their vital interests nowhere 
conflict. ‘There is plenty of international trade to employ 
all their people if they set themselves to bring about the 
necessary expansion of world markets by developing and 
raising the standard of living of all the 1,800,000,000 
inhabitants of the earth. The whole trouble centres 
about the old question of belligerent versus neutral rights 
in time of war, the issue which was largely responsible for 
the war of 1812, and nearly brought the two countries to 
blows again both in the civil and the world wars. 
For more than two centuries Great Britain, being an 
island, and therefore in a position to avoid the expense of 
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a conscript army and to keep out of Europe’s minor wars, 
has been able to maintain a navy stronger than that of any 
continental Power. She could therefore keep “ command 
of the sea”’—that is to say, have a fleet which enabled 
her to protect her trade in time of war as well as 
in peace and to interrupt her enemy’s trade with 
the rest of the world to the utmost extent she could under 
international law whenever she herself was at war. Behind 
the shelter of this navy she has developed her foreign 
trade to such a point that she is to-day very largely dependent 
upon overseas countries for her food stuffs and raw materials 
and for markets for her manufactured goods. The internal 
communications between the several parts of the Empire 
are also by sea. Not only her prosperity, but her very 
existence depends upon the highways of the sea remaining 
open to her trade and commerce alike in war and peace. 
A navy adequate to protect her communications has been 
to Great Britain what the Monroe doctrine has been to 
the United States—the first article of her foreign policy. 
Further, her power to deny the use of the sea to her 
enemies has been one of her most powerful weapons in 
those four wars against European autocracy about which 
her own history and world history so largely centre since 
the Reformation. 

The United States to-day, unlike the Powers of Europe 
in the past, is in a position to challenge the British 
“‘ command of the sea,”’ because not only is she three times 
as populous and five times as wealthy as Great Britain, 
but she also is, internationally speaking, an island, burdened 
with no armies or frontier liabilities. Moreover, while 
she is the most secure nation in the world from the point 
of view of invasion, her prosperity is daily becoming more 
and more dependent upon her overseas trade. The 
United States, therefore, is gradually beginning to take 
the same view of the importance of being able to determine 
when and with whom her own citizens shall trade in time 
of war, as Great Britain has consistently done, and 
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her experience in the early years of the war has driven 
her to the conclusion, which we reached long ago, namely, 
that the only sure way of protecting her trade is by the 
possession of a navy which is strong enough to prevent 
any other Powers from interfering with it, when they are 
at war. 

The logical outcome of this situation, of course, is the 
competition in armaments which invariably springs up 
when there is a balance of power. And this is exactly 
what is happening. The beginning of naval competition 
between two island Powers for the command of the sea 
is patent for all to recognise. For Great Britain will cer- 
tainly not surrender the power to communicate with other 
parts of the British Commonwealth and to protect her trade 
without an effort, and the United States is equally unlikely 
to acquiesce in any other nation having the power to destroy 
her prosperity by interrupting her trade whenever it is at 
war. 

It is sometimes suggested that the solution is a new 
agreement about sea law. While it is very desirable that 
there should be as little dispute as possible about the 
law which prevails at sea, this proposal does not go to 
the root of the problem. On the one hand, it merely 
precipitates the old quarrel between those who want high 
belligerent rights and those who want to extend neutral 
rights, though to-day the United States and Great Britain 
are more likely to see eye to eye on this question than they 
were in the past, for it is improbable that the United 
States will want to tie up her right to use her now 
large navy effectively in time of war. On the other hand, 
an entirely new issue has been raised by the signature of 
the Covenant and stiJl more of the Peace Pact—namely, 
as to whether war should continue to be regarded as a 
lawful method of settling international disputes. ‘The 
extent to which the pre-war situation has already been 
altered is not generally recognised. Great Britain has 


already renounced the right to use her navy against another 
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member of the League without first submitting the matter 
in dispute to examination by the League, which involves 
a delay of about nine months. Under the Peace Pact, 
the nations have renounced the right to use war as an 
instrument of their national policy altogether, and they 
forfeit the protection of the Pact if they do so. If the 
Peace Pact is ratified, can it be said that any signatory can 
acquire belligerent rights as against neutrals in a private 
war of its own ? And will neutrals be able to demand neutral 
rights to trade freely with a nation which has outlawed 
itself ? 

It is quite obvious, indeed, that both in Europe and on 
the high seas a new system of international relations 
was beginning to emerge. In Europe the League system 
was beginning to become a practical alternative to the 
systems of preponderance and balance of power. On the 
high seas, the old issue of belligerent versus neutral rights 
was being superseded by the question of whether war is 
to continue to be the normal method of settling inter- 
national disputes. 

It is now possible to see why the Anglo-French com- 
promise, or the reports about it, caused such a stir. 


VI. Tue Ancio-Frencn ComMprRoMIsE 


HE genesis of the Anglo-French compromise is now 

perfectly clear. It originated in an attempt to over- 
come the deadlock between the French and British views 
on disarmament on the Preparatory Disarmament Com- 
mission. ‘That deadlock had been concerned both with 
military and naval questions. On the military side, Great 
Britain, until recently, has steadily resisted the French 
view that reservists should be excluded from the computa- 
tion of military strength. On the naval side, France had 
equally persistently demanded that naval strength should 
be fixed by “ global tonnage,” so that each Power should 
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be free to build what types it liked within that limit, 
whereas Great Britain had insisted that the limitation 
should be by categories of ships and guns, ¢.g., by battle- 
ships, large cruisers, small cruisers, submarines, etc., on 
the ground that, if the types were not exactly defined, 
the fixing of global tonnage would aggravate and not 
diminish competition, for the building programme of every 
Power depends upon the types of ships that the other 
Powers are building. 

By the much-discussed compromise, Great Britain 
undertook to withdraw her objection to the exclusion of 
reservists from the computation of military strength, and 
the French agreed to abandon their insistence on global 
tonnage, and to accept four categories for limitation, 
i.e., (a) capital ships over 10,000 tons or armed with 
guns of more than 8-inch calibre; (b) aircraft carriers of 
over 10,000 tons; (c) surface vessels below 10,000 tons 
and armed with guns between 6 and 8-inch ; and (d) ocean- 
going submarines over 600 tons. ‘This compromise was 
not a final agreement. It was an arrangement to which 
France and Great Britain were prepared to agree, if it 
proved acceptable to the other Powers. 

Why, then, did the circulation of this proposal raise 
such a storm? For the storm was raised not by the secrecy 
which enshrouded the compromise, but by its actual terms. 
It did so because it was taken in Germany, in Italy and 
in the United States as being equivalent to an announce- 
ment that a new military and naval entente had been 
reached between France and Great Britain—an interpreta- 
tion enthusiastically put upon it by the Paris press. On 
the military side, the withdrawal of the British opposition 
to the French contention about reservists, coupled with 
the brigading of a British regiment with the French for 
manceuvre purposes in the Rhineland, without prior con- 
sultation with Germany, seemed to be evidence that 
Great Britain had decided to abandon the Locarno idea 


and to back France’s effort to maintain in perpetuity her 
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own military preponderance in Europe, and the disarma- 
ment of Germany, for in a few years Germany, having a 
voluntary army, will have few reservists, while France and 
her Allies, being conscript countries, will have their whole 
population trained in arms. On the naval side, Great 
Britain and France had, in effect, agreed that the type of 
cruisers which suited the United States, viz., 10,000 ton 
cruisers armed with 8-inch guns, should be limited, but 
made no proposal for limiting the smaller cruisers armed 
with 6-inch or smaller guns which suited Great Britain, 
and the small submarines which suited France. Why, it 
was asked, should Great Britain abandon the basis of the 
Washington Treaty, i.e., the § : 3: 1°75 ratio, renounce her 
opposition to the submarine, and agree that France should 
have the right to keep the Channel infested with submarines, 
unless she had a naval entente with her ? And why should 
Great Britain and France do these things without first 
discussing the matter with Germany, as required by the 
Locarno spirit, and with the United States, as required 
by the Washington Conference tradition, unless there was 
really a new entente ? 

Looked at from the foreign point of view, therefore, 
it was inevitable that the Anglo-French naval compromise 
should seem to represent a new orientation of British 
policy, and the completion of a naval and military entente 
with France. If this was so, it meant (a) giving notice 
to Germany that the League policy of reconciliation and 
disarmament was finished, and that she had better seek 
to recover equality in armaments and her freedom b& 
finding military allies of her own; ()) giving notice to the 
United States that no naval agreement for parity with 
Great Britain was worth anything, because it would be 
nullified by an Anglo-French naval entente, and that if 
she wanted parity, she had better begin to build a two- 
Power navy; and (c) giving notice to the world that the 
League and the Peace Pact were to be superseded by a new 
system of military and naval alliances, under which every 
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international question would be settled by force, or the 
threat to use force, that is, by Machtpolitik, and not by 
the gradual healing effect of reason and justice applied 


by pacific means as provided in the Covenant and implicit 
in the Pact. 


VII. Tue Reat Genesis OF THE COMPROMISE 


O wonder that there was excitement abroad and 
anxiety at home. If the compromise was what it 
was represented to be, it was the most serious blow which 
had been struck at peace since the war? If it was not, it 
was, as Lord Grey said, a tremendous diplomatic “ blun- 
der.” How much substance was there, and is there, in 
the direful interpretations which have been so frequent 
at home and abroad? There was certainly no deliberate 
intention on the part of the Government to abandon the 
general League, Locarno, and Peace Pact policy, and to 
make an alliance with anybody against anybody else. The 
Prime Minister has made that abundantly clear. None the 
less, the foundations of the compromise lie deeper than the 
work of the Disarmament Commission. ‘They are these : 
On the French side there is a ceaseless effort to induce 
Great Britain to return to the Entente of 1904 as security 
against German aggression. That Entente became effec- 
tive when Sir Edward Grey, under the growing menace 
of the German Navy Bills, authorised the conversations 
between the French and the British General Staffs for 
the co-ordination of the two armies in case joint action 
should ever become necessary, conversations which went 
on ceaselessly till the outbreak of the war. The real atti- 
tude of France can be seen from the fact that the French 
Government rejected the British offer of a mutual guaran- 
tee against German Aggression in 1922, partly on the 
ground that it did not apply to eastern Europe, but partly 
also because it did not provide for a constant “ entente ” 
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between the two General Staffs so as to enable military 
action to be taken effectively in Europe, should it prove 
to be necessary. This attitude on the part of France is per- 
fectly intelligible. Realising that she would have lost the 
late war but for British and American support, security 
against renewed German aggression is the first article of 
her foreign policy. Public opinion in Great Britain may 
be convinced that the road of military alliances is the road 
back to war. But France, with her long history behind her, 
has little faith that war will not return, and prefers a 
definite military alliance to every proposal, however rosy, 
for the prevention of war. Her resolution to try to get 
Great Britain committed to an alliance is unceasing. And 
there are powerful elements in France which are unques- 
tionably prepared to force Great Britain and France 
together by estranging the former from the United States. 
The tremendous press barrage which was sent out from 
Paris in August and September representing the com- 
promise as a new entente is evidence of this. 

The second argument for the compromise came from the 
British military and naval General Staffs. One of the 
reasons for the Locarno Treaties was that they rein- 
forced the security of Great Britain. British Governments 
have always regarded the possession of the Belgian and 
French coasts by a powerful hostile State as an intolerable 
menace to British security—and this argument has been 
reinforced in recent years by the menace to London from 
aircraft. ‘The Locarno treaties were therefore recom- 
mended to British public opinion partly on the ground that 
if they gave security to France, Belgium and Germany, 
they also gave security to Great Britain. This argument is 
perfectly valid so far as it goes. 

But there is another aspect of the security case. It has 
been steadily pointed out, not only from the British side, 
that Great Britain cannot afford to quarrel with France, 
because from French aerodromes in northern France and 
French submarines in the Channel and the Mediterranean, 
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she could make Great Britain’s position impossible. Hence, 
so the argument goes, Great Britain must, in her own 
interest, have such a close military and naval understand- 
ing with France as will rule out any possibility of conflict 
altogether. If they have such an understanding neither 
need fear what the other does. Neither France nor 
Britain need fear bombardment from across the Channel. 
Neither France nor Britain need be concerned if their 
home waters become infested with light cruisers and sub- 
marines belonging to the other Power. 

This argument, like the argument for Locarno, is per- 
fectly valid, so far as it goes. In so far as it means confident 
friendship between France and Great Britain, it is all to 
the good. But in so far as it means, or can be taken to 
mean, an entente or alliance against anybody else, it is fatal 
to peace and is the beginning of the next war. The root of 
the whole trouble about disarmament since 1920 has been 
the concentration of every nation on its own security, and 
its failure to realise that no nation can make itself secure 
by armaments without making its neighbours insecure. 
Thus, the French have been obsessed by the conviction 
that their security requires the complete and permanent 
disarmament of Germany—an arrangement which Ger- 
many will certainly not tolerate indefinitely. After the 
failure of the Geneva conference, President Coolidge 
yielded completely to the strategic conception and de- 
manded a prodigious new navy in a time of profound 
peace “ purely for self-defence,” and in the recent presi- 
dential campaign Mr. Hoover has been asking for a navy large 
enough to destroy “ even the fear of invasion ”—a remark 
which is the very heart of militarism. And in trying 
to find the way out of the disarmament difficulty the 
British Government, abandoning its civilian common- 
sense, put forward a proposal which was dominated 
by the desire of the naval and military General Staffs 
to be perfectly “safe” at home, regardless of the fact 
that any such proposal must look menacing to its neighbours, 
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The moral of the foregoing story is surely clear. It is 
that it is fatal for any great Power, and especially for Great 
Britain, to set out to make its own security complete 
either by huge armaments, or by military alliances or 
ententes with any other Power, for the reason that mili- 
tary alliances, no less than swollen armaments, can only 
achieve security for a single nation or a group at the 
price of threatening the security of another nation or group. 
The only road forward is the Locarno road—that is to 
say, that these questions of security should be discussed 
between the Powers which are afraid of one another, and 
not in secrecy between the groups on one side or the other, 
and the League and Peace Pact road, which involves the 
renunciation of war and prevents its use as a method of 
settling international disputes. 


VIII. Wuy Inpepenpence Is Vitat 


HE broad policy for Great Britain and the British 
Empire to pursue in the world is surely clear. So far as 
Europe is concerned it is to work whole-heartedly with 
both France and Germany through the League of Nations 
for the prevention of war and the settlement of all inter- 
national disputes by pacific means. Before the war there 
were issues raised by the existence of the three military 
empires and the suppression of nationality, which could 
only be settled by war or revolution. There are no such 
issues to-day. The problems presented by the Balkan 
frontiers, the Anschluss, the Russian frontiers, even by 
the Polish Corridor and the present-day disparity in 
armaments, will be soluble by peaceful means, tf France, 
Germany and Great Britain are resolved that they must 
not be settled by war and that in due time reason and 
justice, as applied through the League, shall prevail. 
The road is not going to be a simple one. It will not 
be easy to induce a reasonable spirit in both France and 
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Germany about those readjustments of the Treaty of 
Versailles which will be necessary if there is to be real 
appeasement in Europe. Nor will it be easy to get rid 
of the tremendous preponderance of armaments possessed 
by France and her allies to-day, without drifting back to 
the old system of a balance between two great military 
groups. But it is certain that Great Britain will only be 
able to help Europe to reach the condition when all her 
problems can be settled on the basis of reason and justice 
at Geneva, under the leadership of France, Germany 
and herself, if she maintains an attitude both of resolute 
friendliness and of determined independence in her 
relations with both her neighbours. ‘The method of enter- 
ing into special understandings and military or naval en- 
tentes with either neighbour must inevitably be fatal to 
real co-operation with the third. 

The need for independence is even more imperative 
when looked at from the Imperial and American points of 
view. The basis for Anglo-American relations must 
clearly be the Peace Pact—that is to say, the naval Powers 
should undertake never to settle their differences by war but 
only by pacific means, and, as the inevitable corollary, to use 
their influence and their power to prevent any international 
questions whatever being settled by war. But progress 
on this line is only possible if both Great Britain and the 
United States cease to provide for their security or the 
protection of their maritime trade either by preponderant 
armaments or by naval ententes with other naval Powers. 
If Great Britain tries to interpret “ parity ” as meaning a 
system in which, in fact, she has command of the sea 
outside American waters, or if the United States tries to 
interpret parity as giving her the right to ships and bases 
which will give her the power to protect her trade in every 
ocean, competition is inevitable, and competition, as all 
history shows, ends in war. The only way forward is that 
the two leading naval Powers should agree to try to “ out- 
law ” war altogether, for if they succeed, the question of 
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what is to happen to their trade when one is a belligerent 
and the other a neutral will never arise. 

It is surely clear that a policy based upon any kind of 
special understanding with any other Power, France, the 
United States, Germany, Italy or Japan, can only lead to 
fatal difficulties, to the permanent entanglement of Great 
Britain in a new European balance, and to war both in 
Europe and on the high seas. There is only one policy 
to pursue and that is to make it clear to France, once and 
for all, that, as her best friend, we can enter into no unilateral 
ententes and alliances with her of any sort or kind, that our 
policy in Europe or outside is to do everything we can to 
bring nations together and to prevent war and to ensure 
the peaceful settlement of all international disputes, and 
that the only hope for France’s own security is to work 
for good relations between Great Britain and both Ger- 
many and the United States, for if these four can put 
into practice in their respective spheres the ideals of the 
League, Locarno, and the Peace Pact, there is no Power 
on earth that dare challenge them to war. 





THE NEXT PRESIDENT OF THE 
UNITED STATES 


HE American election of 1928 is a thing of the past, 

and it’s Herbert Hoover who will take the oath next 
March as thirty-first President of the United States. The 
Democratic candidate was obliterated, the Solid South was 
broken, and this occasion may mark the end of the Demo- 
cratic party. 

Of course, literally speaking, nobody has yet cast a vote 
for Hoover—or for Smith ; we have ballotted, in accordance 
with the Constitution, for certain robots called Presidential 
Electors, who will do the real electing sometime next 
January. In February the Senate will scrutinize their 
returns, and by March, if all goes well, we shall finally 
acquire a new President. The authors of the Constitution 
intended that these Electors should choose the President 
according to their own independent lights; but to-day, 
thanks to one of the few conventions which have grown up 
around our written Constitution, their vote is merely an 
identical projection of the popular will already recorded. 
When they meet, probably not one American in ten thou- 
sand will be aware of it. So, to all intents and purposes, 
Hoover is as good as in the White House. 


I. 


OW great a man was George Washington in 1788, 
five years after the close of the American Revolution ? 
Or Ulysses §. Grant in 1868, three years after the end of the 
Civil War? At the instant of their election to the Presi- 
dency of the United States were these two military heroes 
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more distinguished figures at home and abroad than 
Hoover is today ? It would be hard to tell. But surely, 
at the corresponding moment in their careers Jackson, 
Lincoln, Roosevelt and Wilson, all were lesser men. One 
may risk saying that the American people have never 
opened the doors of the White House to a greater personage 
than the gentleman who will take his trunks and books and 
cigars there on March 4, 1929. 

Perhaps among the trunks there will be one battered 
beauty which went with him on his early travels, when, in 
the economical language of Who’s Who, he was engaged on 
“ professional work in mines, rys., metall. works, in U.S., 
Mexico, Can., Australia, Italy, Great Britain, South Africa, 
India, China, Russia, etc., 1895-1913.” And there may be 
a trunk or two for storing the bright silk hoods of his 
“hon. degrees from Brown U., U. of Pa., Harvard, Yale, 
Columbia, Princeton, Johns Hopkins, George Washington, 
Dartmouth, Rutgers, University of Alabama, Oberlin, 
Liége, Brussels, Warsaw, Cracow, Oxford, Rensselaer, 
Tufts, Swarthmore, Williams, Manchester, Prague, Ghent, 
Lemberg, Cornell College.” And perhaps there will be a 
brass-bound chest, containing “ gold medals Civic Forum, 
Nat. Inst. Social Sciences, Nat. Acad. Sciences, Am. Inst. 
Mining and Metall. Engnrs., Western Society Engnrs., 
City of Lille, City of Warsaw.” And how will they pack 
the silver chains and what not that a man wears when he is 
a “ freeman Belgian, Polish, Esthonian cities ? ” 

It seems dead wrong to be nailing all these shining 
symbols into boxes. A quinquireme of Nineveh—that’s 
what the Hoovers ought to have for moving house : 


A quinquireme of Nineveh from distant Ophir, 
Rowing home to haven in sunny Palestine, 
With a cargo of ivory, 

And apes, and peacocks, 


Sandalwood, cedarwood, and sweet white wine. 


But instead, an unshaven driver by the name of Wurtz will 
load up his Big Brute truck on S. Street with the Hoovers’ 
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goods, and he’ll grind down Connecticut Avenue through 
Jackson Place until he gets to the White House ; and there 
he’ll drop all his boxes with a bang on the front porch. 

Seriously speaking, this is a gigantic fellow. He begins 
his published writing by translating Agricola’s de re 
Metallica, and then, ten years later, he puts out a consider- 
able essay on “ American Individualism.” Between 1912 
and 1922, the dates of those two publications, his time is 
reasonably well occupied as Chairman of the Commission 
for Relief in Belgium, and Food Administrator for the 
United States; as a member of the War Trade Council, 
Chairman of the United States Grain Commission and of 
the Sugar Equalization Board ; then as a member of the 
International Food Council—being all the while Director 
of the American Relief Administration engaged in children’s 
relief on the Continent of Europe. Since the War and the 
Peace Conference he has served as vice-chairman of the 
American Industrial Conference of 1920, Chairman of the 
President’s Unemployment Conference of 1921, member 
of an advisory commission at the Conference for the 
Limitation of Armaments in the same year, Chairman of 
the Boulder Dam Commission, and Chairman of the Presi- 
dent’s Committee to provide relief after the Mississippi 
floods in 1927. And these were special assignments apart 
from his principal work as Secretary of Commerce, a post 
which he has filled so creditably during the past seven years 
that he leaves the Department immeasurably stronger than 
it has ever been before. 


II. 


IVEN such a candidate, one would think it hardly 
worth while to bother about an election. Could there 
possibly be any question about the way all reasonable men 
ought to vote? People ought not to dispute about the 
wisdom of accepting a gift from the gods! But there was 
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a contest: and there were a lot of queer things about it 
which might just as well be set down here, disconnectedly, 
as they appeared during August, September and October. 
First of all came the surprising discovery that Hoover, a 
shy poor speaker in the presence of people, had an excellent 
“radio voice”; while Smith, an experienced campaigner, 
happy with the crowd, made a bad impression on the ears 
of his “ invisible audience.” 

Both candidates shrunk in stature somewhat as the weeks 
went on. Hoover’s personality was pretty successfully 
muffled in his speeches. Smith, however, suffered in another 
sense. He lost something of his debonair quality; the 
campaign seemed to “ get under his skin,” and at moments 
he appeared to be a most Unhappy Warrior. For there 
were “ whisperings ” ; how the Roman Catholic Church 
this and that : how Al Smith and several boon companions 
this and that: how Mrs. Smith for lack of certain graces 
would disgrace the White House. We were treated to a 
collection of cheap stories and innuendoes passed from one 
man or woman to another. It is true that the Republican 
National Committee disavowed them, though feebly ; it is 
true that Hoover made one or two rather perfunctory 
efforts to keep such talk out of the campaign. And—since 
maggots breed maggots—it was whispered in retaliation 
that Hoover’s personal fortune came from moneys extracted 
from relief funds ; and, most brilliant of all, that he had 
been seen dancing with a negress in the Mississippi flood 
district! Well, that was some of the lovely muck the 
voters were spattered with. How many more such lies 
were circulated it would be impossible to say; those 
which have just been cited were semi-officially noticed and 
publicly answered. 

The more serious issues were confused until October. 
Then it became clear that on national economic questions 
such as the tariff, agricultural relief and the St. Lawrence 
waterway, there was no essential difference in the attitude 
of the two candidates, nor in the action that might be 
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expected to follow in the wake of their leadership. Smith 
had estranged many supporters through the accidental fact 
of his Catholicism, many through his New York origin and 
his association with Tammany Hall, many through his 
views on prohibition. Then, as if he had not sufficiently 
disintegrated his party already, he disavowed the economic 
principles which had long been the identifying mark of a 
Democrat. Both men had abandoned the League of 
Nations at the outset ; as between their views on specific 
international questions there was little to choose. From 
Republican headquarters people were asked to believe one 
thing and only one thing, that national prosperity depended 
upon the election of Hoover and the continuation of Calvin 
Coolidge’s policies. Seek ye first the Republican party 
and its candidate and all these things shall be added unto 
you: Mellon and Work and Moses and Hughes and Borah, 
Coolidge himself and Hoover himself—all in the last 
analysis rested on this rock. From Democratic head- 
quarters the voter was asked to discount this dogma, to 
believe that prosperity lay in the nature of the country and 
not in the gift of Herbert Hoover. Above all he was asked 
to believe that the present state of affairs under prohibition 
was rotten through and through, and that there would 
have to be a substantial change in the law of the land. 

So much for the matters that were debated in public. 
Certain men, prominent in business and banking, flaunting 
the Republican gospel, left their party to vote for Smith. 
But the returns would seem to indicate that a vastly 
greater number took the gospel at its face value and either 
stood by Hoover or “switched” to him. Certain inde- 
pendent-minded men and women accepted prohibition as 
the paramount issue, and went over to the Democratic 
party ; but their defection was easily offset by the efforts 
of the evangelical churches and the Anti-Saloon League, 
who marched their millions of members out on Election 
Day to vote the Republican ticket. 

No figures will ever show how far the prohibition issue 
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affected the outcome. Some cynical folk, traditionally 
Republican, and getting all the liquor they want these days 
through bootleggers, stayed with their party in the confi- 
dent assurance that Hoover, for all his professions, would do 
nothing of any importance to interrupt their supply. 
Others, who hate the present condition of things root and 
branch, felt that Smith, in spite of his personal views, 
would be unable to effect a single change in the Eighteenth 
Amendment or in the Volstead Act, and that, therefore, 
no practical end could be served by voting for him. Still 
others, regardless of results, wished at least to go on record 
against this troublesome and humiliating business ; while 
a last group, standing on principle, preferred the present 
state of affairs and hoped to better it through the party 
now in power. 

Late in the campaign, ex-Governor Hughes, speaking 
for Hoover, charged the Democratic candidate with fighting 
a “sham battle” over the prohibition issue. The reply 
was obvious: that Smith had declared himself in favor 
of a radical change in the Volstead Act and had stated that 
he would do everything in his power to get it changed : 
while Hoover had referred to the present law as a “ noble 
experiment,” and had added that he hoped that it might 
succeed. The only assumption, replied the Democrats, 
on which the fight could properly be called a sham battle, 
was the assumption that Hoover did not mean what he 
said; and if this were true, it was not so much a sham 
battle as a battle against a sham. Perhaps the fear that 
Hughes might be out of touch with public opinion on this 
point sent forty-three million citizens to register before 
election, and took almost every one of this utterly un- 
precedented army to the polls on Election Day. 

Or more likely it was another issue—one which put up 
its head in Jackson’s era and again under Bryan’s leadership 
in 1896—the question of the seat of power in the democracy. 
And this time it took form somewhat as follows: Shall 
power stay where it has been since the Civil War, with the 
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Anglo-Saxon, the conservative, the countryman, the 
Protestant : or, without too vast a risk can it be entrusted, 
for one breathless experiment, to an Irish American with 
his Jewish friends, a liberal, a child of the city streets, a 
Roman Catholic? Yes, “ prosperity” was an issue, and 
“prohibition” was an issue: but what dragged the 
diffident voter out of his home on Election Day and clogged 
the polls was, fundamentally, his concern over a social 
question. When the tally was checked up, power still lay 
with the top dog, and power was confirmed to him so em- 
phatically that it seems as though that question could 
never be raised again in American politics. 


III. 


HAT would have happened if Smith had been 

elected ? People had their views during the cam- 
paign ; but they don’t matter any more. Smith is out. 
Per contra, Hoover is in, and what he may be expected to 
do matters a whole lot, at home and abroad. 

Let there be no doubt of his ability. Men don’t dis- 
charge the responsibilities which he has undertaken, without 
almost superhuman talents. He has an extraordinary 
grasp of facts, an amazing memory, an unusual power of 
penetration, and inexhaustible energy. These are not 
superlatives, they are carefully chosen descriptive adjectives. 
If, in the first part of this article, his honors and his achieve- 
ments were treated lightly, it was with no idea of dis- 
paraging them. Someone, a few years ago, unable to 
grasp the meaning of fifty billion German marks, said that 
an astronomical mind was needed to understand astrono- 
mical figures. So Hoover’s record is staggering: and it 
can either be treated ponderously, or with a whimsical 
realization that the ordinary fellow does not, and never 
can, approach it or apprehend it. 

Yet average human beings felt free to express their 
hopes and fears of Hoover during the campaign ; and it 
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might be well to put some of them down on paper. For 
though the campaign is over, the hopes and fears are still 
there. Those who voted for his election hoped then and 
now that the prosperity of the country might be continued. 
Specifically they hope that he may turn his engine of a mind 
to the problem of agriculture in the United States, and 
that through his direction some scheme may be devised 
for bettering the condition of the farmer without injuring 
industry. That is a hard assignment: but it is the sort 
of problem that Hoover can solve if it is capable of solution. 
They hope that he will continue to promote the foreign 
trade of the United States as President, just as he did when 
he was its greatest Secretary of Commerce. This, again, 
is within his field: and the favor is not too much to ask 
of him. They hope that he will assist domestic business 
in the next four years as he has assisted it during the past 
seven, keeping his hands on and his hands off at the same 
time: that he will renew his campaign against economic 
waste, that he will look benignly on industrial mergers, 
and that he will support to the utmost such new develop- 
ments as radio and aviation. They hope, in short, that 
he will carry the country to such a plane of prosperity, 
nation-wide contentment and industrial expansion as it 
has never known in all its history. 

The fears were and are of a different sort. Curiously 
enough no one doubts that Hoover will undertake such a 
program or that, having undertaken it, he can succeed. 
All this, they seem to admit, the engineer might do. But 
they are wondering, a bit fearfully, whether the great 
engineer can be the great statesman as well. They wonder 
whether such a plenipotentiary in administrative affairs 
knows how to share power with others, or can learn the 
difficult art. For Congress is a jealous equal of the Chief 
Executive ; and though Hoover has found out how to 
educate and cajole them into making appropriations to 
the Department of Commerce, he must now go to them 
again and again for their cooperation in less obviously 
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advantageous schemes. Some of those who question his 
supreme fitness for the Presidency know that he is deeply 
sensitive to criticism and that he tends to be dogmatic 
in the expression of his judgments: they wonder how 
grave these handicaps will prove to be. They know that 
he has had the support of his subordinates to an almost 
fanatical degree, but they wonder how he would accomo- 
date his technique to a Cabinet of first class men. They 
know that he has an unequalled knowledge of conditions 
abroad, and that he has dealt with foreign Powers as a 
dispenser of charity; but they claim that he has rarely 
been called upon to discuss controversial questions with 
foreign States on the basis of equality, and they wonder 
what tone American diplomatic correspondence will take 
beginning with March of 1929. 


IV. 


UT let these somewhat sophisticated reservations be 


put into perspective. A very able man has been 
elected President. If there are doubts as to his political 
greatness they are related, not so much to him, as to the 
circumstances in which he has been called to office. The 
Revolution brought independence ; the Civil War main- 
tained the integrity of the American State; the Great 
War and the ten last years of peace have manceuvred it 
into a dominating place in world affairs. 

Herbert Hoover has been swept into office by an over- 
whelming majority of votes. He has annihilated his rival. 
He is the first Republican to win the vote of any single 
State in the Solid South, since it came into being at the 
end of the Civil War. He owes his election to no man, 
interest or group, for the whole country elected him with 
a majority of electoral votes such as has never even been 
approached. He is fairly free to appoint a Cabinet of 
distinguished men, He will start his term of office with 
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a friendly Congress. He is relatively young and his health 
is good. 

Trained as a mining engineer, he became a great adminis- 
trator. Experienced as an administrator he has learned 
the ways of politics. He directed the tactical movements 
which led to his nomination in June and he conducted his 
own campaign with masterly skill. The man is massive, 
the circumstances of his election are momentous, and his 
responsibilities are far-reaching. 

There is just a chance that some day he will be regarded 
as the greatest President in the history of the United 
States. If this remaining honor ever comes to him, it 
will come not out of the intellectual power which he 
possesses, but out of that rarest of human qualities— 
magnanimity. And there is, we repeat, just a chance. 


United States of America. 
November 7, 1928. 





REPARATIONS AND WAR DEBTS 


HE European countries concerned intend to make a 

further effort to settle the vexed question of German 
reparations. They have agreed on the appointment of 
another committee of experts to study the problem as it 
now presents itself, and to make recommendations. The 
exaggerated notions which filled the heads of the victorious 
nations at the Peace Conference have faded away; the 
possibilities present themselves more in their true pro- 
portions ; and there may be some chance of a final and 
practicable agreement. But the difficulties are formidable 
still, and the evil legacy of the past remains. One sighs 
to think how different that past might have been had 
France and England, while demanding just reparation from 
Germany, kept their demands at Paris within the bounds 
of reason, and had the United States admitted that the 
problem of the inter-Allied debts was one for investigation 
and discussion at a round-table conference. As it is, the 
problem remains unsettled. Washington, it is true, claims 
that, since agreements relating to war debts have now been 
signed by all the main debtors of the United States, that 
matter is closed and there remains nothing for the American 
Government to discuss, since German reparations are a 
totally distinct and unrelated problem, with which they 
have no concern. But, in certain respects, as this article 
will show, these two problems are intimately connected. 


I. Reparations: THE Facts 


FTER arguing for months as to whether Germany’s 
capital debt should be fixed at some figure between 
£6,000,000,000 and {£12,000,000,000, together with interest, 
the Peace Conference in the end merely fixed certain 
categories of damages, and, after adding the cost of pensions 
thereto, appointed the Reparation Commission to determine, 
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upon this basis, Germany’s indebtedness in actual figures. 
That Commission in 1921 ultimately fixed a figure of 
132,000,000,000 gold marks (exclusive of the Belgian debt 
to the Allies), or roughly £6,600,000,000. ‘Theoretically 
this figure, which bears no relation to real possibilities, 
still stands. But in 1923 when, after years of political 
agitation, after the occupation of the Ruhr and the collapse 
of the German currency, it became apparent that Germany 
could not pay the stipulated sums, the Dawes Committee 
was appointed, and for the first time in five years the light 
of reason shone upon the scene. 

That Committee did not attempt to fix Germany’s 
ultimate obligation. That was not yet feasible. It 
framed instead a provisional scheme, to be put into opera- 
tion for an unstated period, under which Germany’s actual 
payments, while very heavy, were substantially less 
than the amounts fixed by the Reparation Commission. 
It was hoped that, with the lapse of time, Germany’s 
true capacity would become more evident, and that a 
final settlement would then be possible. 

It is not necessary to go into the details of the admirably 
framed Dawes Report, which the politicians accepted 
unamended. It will be sufficient to describe the main 
outlines of its plan. Germany is required to pay for an 
undefined period of years certain annuities commencing 
in 1924/25 with {50,000,000 and rising gradually to 
£87,500,000 in 1927/28, and finally to £125,000,000 in 
1928/29. All these annuities have hitherto been punc- 
tually paid, and as from September 1, 1928, the full amount 
of {125,000,000 a year becomes payable. 

The total sum is payable from the following sources. 

(1) £62,500,000 is to be contributed annually from 
the German budget. 

(z) A mortgage bond amounting to {550,000,000 has 
been placed on the German State railways, bearing interest 
at 5 per cent. and sinking fund at 1 per cent. The railways 
therefore have to pay an annuity of 6 per cent. on 
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£550,000,000, or £33,000,000 per annum to the Agent- 
General for Reparation Payments. 

(3) A mortgage bond for {250,000,000 has been placed 
on German industry, also bearing interest at 5 per cent. 
and sinking fund at 1 per cent., equivalent to an annual 
payment of {15,000,000. This burden has been dis- 
tributed proportionately over all German industrial 
undertakings except agriculture. 

(4) A transportation tax amounting to {14,500,000 in 
favour of reparations has been imposed on German railway 
traffic. 

(5) As security for the budget payments and as additional 
security for the payments by the railways and by industry, 
the German Government has pledged the total proceeds 
in the budget from customs duties and from excise taxes 
on alcohol, tobacco, beer and sugar. 

(6) A special index intended to measure German pros- 
perity has been framed according to which the contributions 
made from the budget under (1) may be increased with 
the increase of prosperity, but not those from railways, 
industry or the transportation tax. 

(7) Ifthe value of gold varies by 10 per cent. or more from 
the 1928 value, then both the standard annuity and any 
supplementary payments under (6) are subject to a 
corresponding adjustment. In other words, the real burden 
of the payments is kept stable. In this way the plan differs 
from our settlement with the United States, where the 
debt is payable in gold. If gold increases in value our 
burden becomes greater; if gold were found in great 
quantities and became much less valuable, our burden 
would become much lighter. The Dawes plan is the more 
scientific. 

(8) A Transfer Committee consisting of the Agent- 
General for Reparation Payments and five persons skilled 
in matters relating to foreign exchange and finance represent- 
ing five of the Allied and Associated Powers is appointed 
to regulate the execution of deliveries in kind and the 
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transfer of German marks into other currencies “in such 
manner as to prevent difficulties arising with the foreign 
exchange,” and to provide the maximum transfers “ without 
bringing about instability of currency.” 

Germany, therefore, is henceforth under the obligation 
to pay not less than 2,500,000,000 gold marks (equivalent 
to £125,000,000) per annum to the Agent-General for 
Reparation Payments. The proceeds, subject to deduction 
of the service of the German external loan of 1924, and of 
administrative costs, together with allowances for armies 
of occupation and certain other items, are paid over on the 
basis of certain agreed percentages to the creditor countries. 
The form in which such payments are made, whether in 
deliveries in kind, which now amount to nearly {40,000,000 
per annum in value, or in pounds, dollars, francs and other 
foreign currencies, is determined between the creditor 
country and the Transfer Committee. 

While, however, for the convenience of readers, the 
figures in this article are translated into sterling, it should 
be very clearly understood that Germany’s obligation at 
present is limited to pay to the Transfer Committee merely 
gold marks within Germany, leaving the obligation on the 
Committee to exchange these marks into sterling, dollars, 
francs and so on, if the German exchange is not endangered 
thereby. Naturally cash payments are, in fact, of value to 
the creditors only when paid in their own currencies or 
other currencies easily exchangeable for their own. 

The following table shows the percentages of the principal 
creditors and the share of the £125,000,000 each will receive. 


Per Cent.* Share of Total. 
France .. we 52 £63,232,714 per annum 
The British Empire 22 ge)! 
Italy fs as 10 £8,419,143 a 
Belgium .. 2a St £6,249,071 4, pa 
* Subject to army costs and Belgian war debt allotments, annual service 
of the German external loan of 1924, and costs of Inter-Ally Commissions, 
t Reduced from the third annuity year to 4} per cent. with the object of 
discharging, as between the Allies, Belgium’s obligation to repay sums which 
she had received in priority to other Powers before the Dawes Scheme. 
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II. Inrer-Atiiep Dests: Tue Facts 


HE war came to an end with Germany’s enemies 

owing and being owed by one another huge sums of 
money. The United States was owed {1,415,423,000, 
but owed practically nothing, having paid in cash for all 
her purchases from the Allies; Great. Britain was owed 
£1,861,498,000 and owed. £1,216,414,600; France was 
owed {629,647,400 and owed 836,170,600; Italy owed 
£642,015,000; and Belgium owed {225,731,800. In- 
cluded in these figures are the loans made by England and 
France to Russia, amounting respectively to £747,401,000 
and {£191,031,400.* 

The treatment by the different countries concerned of 
all these inter-governmental- debts has been in the main 
governed by the policy of the American Government and 
Congress in respect of those due to the United States, 
where they have been regarded from the first as more or 
less equivalent to commercial debts to be collected without 
deduction up to the capacity of the debtor. In actual fact, 
however, these debts are composed of items of differing 
character, a few almost of a commercial nature, most of 
them of a totally different description. They were incurred 
in the middle of a great war in a common cause, to purchase 
essential goods at abnormally high prices. They could not 
properly be treated as ordinary commercial debts. For 
future good relationship between debtor and creditor 
countries, they required first thorough investigation in 
concert, all circumstances being taken into consideration, 
and ultimately treatment on broad and generous lines. 

The British Government went so far as to urge at the 
Peace Conference and again a year or two later that all 
Allied war debts should be cancelled ; but the American 
Government, which would have been called upon to make 


* From The Inter Ally Debts, Bankers Trust Co., New York. All con- 
versions at par of exchange. 
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the greatest sacrifice, rejected these suggestions outright. 
The British Government, thereupon, in August 1922, 
declared their own policy, from which no departure has 
since been made, in the famous Balfour Note, in which they 
expressed their intention to cancel all the debts their Allies 
owed them and in addition to forego their claims on 
Germany in favour of the other Allies, except to the extent 
which they themselves were required to pay their debt to the 
United States. Apart from their share in German repara- 
tions, the amount owing by the Allies, including Russia, to 
the British Government by that date had risen to 
£2,234,284,400.* “The British Government cannot, the 
Note said, “treat the repayment of the Anglo-American 
loan as if it were an isolated incident in which only the 
United States and Great Britain had any concern. It is 
but one of a connected series of transactions in which this 
country appears sometimes as debtor, sometimes as 
creditor.” ‘A general settlement would, in their view, 
be of more value to mankind than any gains that could 
accrue even from the most successful enforcement of legal 
obligations.” 

It is this view which the United States has consistently 
and unhesitatingly refused to accept. She has insisted on 
separate negotiations with each debtor and she has succeeded, 
except in so far as she recognised the limiting factor of 
her debtor’s “capacity to pay,” in enforcing her legal 
rights. When France has ratified the Mellon-Berenger 
agreement, Europe will be under obligation to pay to the 
United States for the next sixty-two years about {77,000,000 
per annum, of which Great Britain will pay about one half. 
The settlements come to by the United States are all 
based on the original agreement with Great Britain. That 
agreement provided for the repayment of the full amount 
due, i.¢., 921,000,000, over the next sixty-two years, 
together with interest at 3 per cent. for ten years and 3$ 

* Inter Ally Debts, Bankers Trust Co., New York. 

{ Of which £800,000 was paid in cash at the time of the settlement. 
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per cent. thereafter. The latter rate was considered to 
represent substantially what over a long period “ money 
would cost and therefore was worth to a strong Govern- 
ment.”* All other settlements have followed practically 
the same lines. But France and Italy succeeded in con- 
 vincing the United States Government that interest at 3$ 
per cent. was beyond their capacity to pay. France there- 
fore pays interest at 1°6 per cent. per annum and Italy at “4 
percent. In other words, it has been assumed that we have 
more than twice the capacity of France to pay and eight 
times that of Italy. This country pays up to 1933 about 
£32,000,000 annually and thereafter between {36,000,000 
and {38,000,000 ; France, paying little the first few years, 
pays by 1933 12,000,000 and onward from 1942 
£25,000,000, and Italy {2,958,000 by 1933, rising to 
£16,197,600 by 1987, all on account of both principal and 
interest. On the other hand, we have made settlements 
with France and Italy on bases respectively 10 per cent. 
and 33 per cent. easier than those between these two 
countries and the United States. France will pay Great 


Britain on the average annually {12,900,000 and Italy 
£4,500,000. 


III. Reparations 'ToGETHER wiTH ALLIED War Dests: 
Tue Facts 


HE Dawes payments plus the settlements on Allied 

war debts may be summarised for the chief countries 
concerned as follows. If to the average annual payments 
in respect of Allied debts are added full reparation annuities 
under the Dawes plan— 


£ 
1. The United States will receive from Great Britain, 
France, Italy and Germany : «+ 72,000,000 
2. (a) Great Britain will receive from France, Italy and 
Germany «+ 43,700,000 
(>) Great Britain will pay the United States .« 36,400,000 


* American War Debt Policy by Garrard Winston, June 1928. 
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3. (a) France will receive from Germany . -» 63,000,000 
(4) France will pay Great Britain and the United 


States .. 23 «+ 35,000,000 
4. (a) Italy wil] receive from Germany 8,400,000 


(2) Italy will pay Great Britain and the “United 
States .. : a »» 12,500,000 


These figures serve to define the fundamental distinction 
between European and American opinion. The European 
nations look at all these creditor and debtor items as “ 
connected series of transactions arising between partners 
in a common enterprise.” ‘They should, in the view of 
Europe, be considered together and a general settlement 
arrived at on a basis fair and just to all parties. The 
American Government have never shared the view that 
they were partners with us. They have gained nothing 
in territory or in other ways out of the war. They are 
concerned, they insist, not at all either with German re- 
parations or with what we owe to, or are owed by, one 
another. ‘They lent us money and we undertook to repay. 
They must insist that within the limits of our capacity 
we foot the bill. 

Now, while the Allies have made settlements accordingly 
with the United States, their public opinion in general 
has never admitted the fairness of the American attitude. 
The burden of their payments to the United States affects 
their treatment of one another and of Germany. Great 
Britain, in fact, definitely measures what France, Italy and 
Germany must pay her by what she must pay the United 
States. France, through the mouth of M. Poincaré, de- 
mands from Germany sufficient to cover what she must pay 
the United States and Great Britain, together with a reason- 
able sum in respect of “ devastation.” “The trials,” 
says M. Poincaré, “ to which the nation has been subjected 
do not permit of our sacrificing any of the advantages 
we now hold in the way of reparations.” 

Every inter-governmental war-payment is, therefore, 
regarded as tied together as part of a common and indivisible 
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problem by the European nations, whereas the United 
States Government restricts her attention entirely to repay- 
ment of the full sums lent by her, subject to capacity 
to pay. If all countries maintain their attitude, the 
present German obligations under the existing Dawes 
figures cannot be greatly reduced, and possibly a critical 
financial and economic situation may be again created in 
Germany, which is certainly not in the interests either 
of the United States, England or France. It may not, how- 
ever, be too optimistic to hope that equity, wisdom and broad 
mutual interest may still guide the interested nations to an 
ultimate solution. In order to throw light on where this 
path lies, it is proposed, therefore, to consider both in the 
case of reparations and war debts :— 

(1) Whether the debtor countries ought in fairness and 
equity to pay what is demanded from them ; 

(z) Whether it is financially and economically possible 
for such claims to be met ; 

(3) Whether it is in the interest of the world in general 
and the creditor nations in particular that such claims 
should be met. 


IV. Furtuer Discussion or REPARATIONS 


T is, we believe, the consensus of the civilised world 

that Germany should, in fairness, contribute to the 
best of her capacity to repair the damage caused by 
the war. Germany herself is precluded from contesting 
this opinion by her own actions in the past and by the 
knowledge of the whole world what treatment she herself 
would have meted out to her vanquished enemies. 

It may be assumed that Germany will not in any case 
be requested now to pay more than the Dawes annuities 
of {125,000,000 a year. What remains to be settled is 
whether she can pay so large an amount, and if so, for how 
long? Or, to put the last point into other words, what 
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part of any annuity fixed represents interest and what 
part amortisation ? What, in fact, is her total debt ? 
The Dawes Committee recognised that two separate 
problems are involved in the payment of Germany’s debt, 
as indeed in the case of all payments from one nation to 
another, namely :—{1) whether the necessary amount 
can be raised by taxation within Germany itself; (2) 
whether these amounts can be transferred abroad. It is 
fundamental to distinguish clearly between these two 
problems, and the failure to do so has been the root cause 
of most of the errors of Governments and peoples. The 
problem may be expressed another way. ‘Taxation raised 
and spent in the same country is merely a transfer of 
wealth between citizens of that country. England raises 
£350,000,000 per annum from her citizens as taxpayers 
and pays it over to another set of citizens, largely the same, 
as holders of the National Debt. There is no national 
loss of wealth except that arising from the cost of collection 
and payment and the friction involved. But England 
also has to raise on an average {36,000,000 a year by taxation 
and to pay it to the United States. Here there is a direct and 
absolute loss of national wealth to that amount. In the 
ultimate analysis England gives gold or goods or services to 
that value every year to the United States without pay- 
ment. The first question in the case of Germany, therefore, 
is “Can she raise 2,500,000,000 marks from her people 
yearly by taxation, and from railways and industry as 
provided in the Dawes plan?” There seems little doubt 
that she can. Mr. Parker Gilbert, the Agent-General for 
Reparation Payments, in his last report of June 7, 1928, 
says, 
both past and present experience fully justifies the conclusion that 
no question can fairly arise of the ability of the budget of the Reich 


to provide the full amount of its standard contribution under the 
plan. 


The standard budgetary contribution is 1,250,000,000 
marks, or half the whole annuity. Similarly, he says that 
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the German Railway Company, which must provide 
660,000,000 marks per annum (equivalent to £33,000,000), 


though burdened with large additional expenditures in consequence 
of the general increase in salaries, has given ample evidence by its 
results thus far of its ability to carry the full annual charge for the 
service of its reparation bonds, provided that it follows a prudent 
financial policy and that the rights of supervision and control 
reserved to the German Government are not exercised in such a 


way as to impair its ability to earn a fair and reasonable return on 
its capital. 


Again, 
the funds required to meet the annual service of the industrial charge 


at the full amount 300,000,000 marks (equivalent to £15,000,000) 
are being produced by a safe margin. 


Again, 
the specific securities provided by the plan have continued to 
develop in a way that gives increasing assurance of their ability to 
provide the standard payments which Germany is required to make. 
The assigned revenues are yielding a return which would cover with 
a margin of more than one hundred per cent. the standard budget 
contribution of 1,250 million gold marks. 


At the least, there is no reason to doubt Germany’s 
capacity to raise the full 2,500,000,000 gold marks by taxa- 
tion, though, as Mr. Gilbert points out, German govern- 
ment expenditure is growing even faster than its revenues. 

The question, however, whether Germany can suffer 
a yearly loss of national wealth of a similar amount by the 
payment of it to other countries is a different one. Her 
capacity in this sense depends on her “ economic balance,” 
and here it is worth while to quote the words of the Dawes 
experts themselves. 


A country’s “ economic balance” defies exact calculation. The 
balance, even at a given moment, can only be estimated approxi- 
mately, for the invisible exports and imports which constitute an 
important part of it cannot be known exactly. And a potential 
economic balance is much more uncertain. It depends not on the 
decisions of a single authority, but on the enterprise of individual 
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merchants and manufacturers. Reparation demands themselves 
will increase it. The extent to which economic adaptation is 
possible over a long period of years, under the pressure of external 
obligations, is a matter of conjecture ; an existing economic balance, 
before such obligations have been in operation long enough to have 
their effect on the economy of the country, gives a very uncertain 
criterion. The economic balance is, therefore, by comparison with 
the budget, incapable of close calculation, “ unmanageable,” and 
too elastic. 

But the limits set by the economic balance, if impossible of 
exact determination, are real. For the stability of a country’s 
currency to be permanently maintained, not only must her budget 
be balanced, but her earnings from abroad must be equal to the 
payments she must make abroad, including not only payments 
for the goods she imports, but the sums paid in reparation. Nor can 
the balance of the budget itself be permanently maintained except 
on the same conditions. Loan operations may disguise the position 
—or postpone its practical results—but they cannot alter it. If 
reparation can, and must, be provided by means of the inclusion 
of an item in the budget, i.e., by the collection of taxes in excess of 
internal expenditure, it can only be paid abroad by means of an 
economic surplus in the country’s activities. 


The “economic balance” of any country depends on 


the payments which as a whole it receives from abroad 
during a given period, as against the payments it makes 
abroad. In the main, its payments are for imports and 
its receipts for exports. But it has “invisible” imports 
and exports too. Its invisible imports are services of 
every kind it receives from cther nations, such as shipping 
facilities, as well as interest on, and repayment of, any 
capital borrowed or debts due abroad; its “ invisible ” 
exports are services rendered to other nations, interest on, 
and repayment of, capital lent to, or debts due from, 
foreigners, and also capital moneys received from loans 
just raised abroad and from short credits. Now, it is 
impossible accurately to estimate the “ economic balance ” 
of a nation in any one year ; still more impossible to esti- 
mate what that balance will be a few years hence. The 
only reliable indication of the true state of affairs is the 
exchange and in gold standard countries the consequent 
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movement of gold. If the exchange falls and gold leaves 
the country, it indicates clearly that the demands on the 
country from abroad are exceeding its immediate resources 
for payment. If these demands continue excessive, and are 
pressed, so that confidence abroad becomes shaken, the 
loss of gold might ultimately endanger the maintenance 
of the gold standard. But while figures can only be 
approximate, it is possible at any given moment to estimate 
with fair accuracy a country’s balance sheet, as indeed 
the Department of Commerce does for the United States, 
and the Board of Trade for Great Britain. 

According to official figures, Germany’s imports exceeded 
her exports in 1925 by about 153,000,000; in 1926 
exports slightly exceeded imports, but in 1927 imports 
again exceeded exports by about £196,000,000, exclusive 
of the net movement of bullion and specie.* In 1928, 
up to the end of September, the excess of imports was about 
£90,000,000, but the average monthly gap has rapidly 
diminished lately, though perhaps only temporarily during 
a lull in activity. As the official figures almost certainly 
over-estimate imports and under-estimate exports by about 
3 per cent. and 14 per cent. respectively, the gap between 
them is, in fact, somewhat exaggerated. 

In addition, Germany must provide interest and redemp- 
tion on long and short term loans abroad. Mr. Gilbert 
estimates that from the beginning of 1925 to May 31, 1928, 
Germany had made long-dated foreign loans for about 
£270,000,000, exclusive of the German external loan in 
1924 of £48,000,000. Probably interest and sinking fund 
on these long loans amount together to at least 8 per cent., 
or say, £22,000,000. Mr. Gilbert, moreover, puts the 
German short debt owing abroad at at least £180,000,000. 
But as Germany has also made considerable short credits 
to neighbouring countries and as in any case she should 
properly be able to borrow continuously “short money ” 


* The exports here referred to include German reparation deliveries in 
kind. For the current annuity year such deliveries are estimated at 
£40,000,000. 
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in considerable amounts, we may perhaps ignore any 
question of interest on, or repayment of, these short debts. 
If we assume the shortage of exports over imports at not 
more than {100,000,000 and add, say, {22,000,000 in 
respect of foreign long-dated loans, we get a figure of 
£122,000,000. Add £85,000,000 for reparations, exclusive 
of deliveries in kind, and we get a total of £207,000,000, 
against which to set Germany’s “ invisible ” exports, 1.¢., 
shipping freights and banking and insurance commissions 
payable by foreigners, interest on investments and property 
held by Germans abroad. Germany was swept more or 
less clean after the war of her external assets, which can 
therefore amount to very few millions. It is not, in 
fact, from these sources, but from the {450,000,000 of 
long and short debt borrowed abroad that Germany 
has found the means of transferring the reparation 
payments of {273,000,000 made up to /September 1, 
1928. There is a modern school of economists which argues 
that the transfer problem is a myth, that if a country can 
raise the required sums by taxation, it can always transfer 
them, since any difficulties in transfer will automatically 
produce the necessary correction in the form of high rates 
of interest, exports, and other conditions which will 
attract a sufficient supply of floating capital from the 
rest of the world. This is, in fact, what Germany has done 
hitherto. But, if these great inter-governmental debts ar 
fixed too high, they do not supply their own corrective 
On the contrary, if it is known that payment will be insisted 
on by every means possible, as in the days of the Ruhr 
occupation, they undermine confidence at home and abroad. 
Instead of capital being attracted from abroad, it is repelled, 
and in addition a flight of capital from inside begins which 
would ultimately lead to a rapid export of gold and an 
abandonment of the gold standard, with all its consequences. 
Moreover, apart from this, the practical banker is aware that 
the process of borrowing abroad cannot continue indefinitely, 
unless meanwhile Germany’s own wealth grows so rapidly, 
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despite the reparation payments, as to enable her constantly 
to diminish her borrowings abroad and ultimately to become 
a creditor nation. For example, throughout the nineteenth 
century the United States borrowed immense sums from 
England and elsewhere for the development of her country. 
She was a great debtor nation. But gradually her wealth 
grew so greatly that not only has she paid off her debtors, 
but become in turn a great creditor nation. Is a similar 
development possible in the case of Germany? That 
Germany is growing richer and will grow much richer is 
certain, but how fast and far must be uncertain. 


The extent (says Mr. Gilbert) of capital formation in Germany 
is necessarily a matter of estimate and deduction, but such figures 
as have been produced are substantially more than the new foreign 
debt. As will appear from the figures quoted in a later section of 
this chapter, much of this increase in capital has taken the form of 
fixed values which are not liquid, and a certain indefinite proportion, 
as, for instance, some of the new construction put through by the 
public authorities, is not productive in a financial sense. Never- 
theless it is noteworthy that even after the export of capital repre- 
sented in reparation payments, the increase of domestic values far 
exceeds the gross foreign debt incurred. 


But he goes on to say: 


In order that essential foreign credit shall be forthcoming, it is 
necessary that the confidence of the foreign investor be fully main- 
tained. This implies an obligation on the part of the German 
borrowers not to overload the foreign market. It also raises the 
question as to what appraisal the foreign investor will make of 
Germany’s reparation obligation in its present form. As the 
German foreign debt rises, the foreign investor is bound to ask 
with greater and greater insistence for a clear definition of the 
ultimate extent of the reparation obligations. If this question is 
not answered in due time it may be assumed that investors all over 
the world will become less willing to lend their savings to Germany 
and will do so only at rates high enough to insure them against the 
uncertainties involved. In this sense, if in no other, the final 
determination of the reparation obligations becomes a matter of 
growing practical importance. 


If the outside world were really to lose confidence in 
Germany’s capacitygto meet her obligations, not only 
would further borrowings be impossible, but her troubles 
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would be added to by her short debt. Two other con- 


siderations are worthy of note. In the first place, Ger- 
many’s main borrowings have been from the United States. 
But the loss of {100,000,000 in gold recently is clear proof 
that America has been overlending to the rest of the world, 
and she may not be as ready to lend so much in the near 
future. In the second place, the great German companies, 
which have been the main borrowers, may not desire to go 
on borrowing abroad continuously. There is no reason for 
them to do so, unless they must have the money and cannot 
get it in Germany. Even the German municipalities will 
not borrow abroad indefinitely. While Germany will un- 
doubtedly for some years be a heavy borrower abroad, 
the actual extent of her requirements is difficult to gauge. 

It should be borne in mind that, while we have to pay 
about {36,000,000 to the United States, we receive almost 
as much from other nations wherewith to pay it; Ger- 
many will pay over three times as much and will receive 
nothing. And we have immensely larger investments abroad 
than Germany. France, with greater invisible exports than 
Germany, has been unable to convince herself that she 
can pay more than {35,000,000 to us and the United 
States together, and has apparently convinced the American 
Debt Funding Commission that that is the limit of her 
capacity to pay. It is a question whether Germany’s 
capacity is more than three times as great, particularly in 
view of the high tariffs which now face her exports in so 
many countries. 

That the burden on her should not be definitely more 
than she can bear is important to everyone, since every 
country will stand to lose from renewed disorder in German 
exchangesand currency. Moreover, it is against the interests 
of Germany’s industrial competitors that the reparation | 
burden should act in too extreme a manner as a forcing 
house for German exports. ‘The damage to British trade 
arising from these abnormal conditions will not be 
compensated for by what our Government receives in cash. 
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V. Furtuer Discussion or ALLIED War Dests 


FTER reparations let us apply to Allied war debts 

the criteria we set out on page 44. Let us take first 
the two questions whether the Allies can pay and whether 
it is in the economic interest of the world in general and 
the creditor nations in particular that they should pay, 
leaving to the last the more difficult question of justice and 
equity. 

There is no doubt as to the first question. The Allies 
can pay—though not without sacrifices. The burden adds 
to their already heavy and injurious taxation, far heavier on 
the mass of incomes than the American taxation is. But 
the taxation can be paid, and the revenue so raised can 
be transferred into dollars without risk to the stability of 
the exchanges or the currencies. 

As to the second question, no argument likely to carry 
conviction can be based on the ground that the United 
States is injured by receiving {77,000,000 per annum. No 
one can trace all the reactions on American industry and 
commerce of such payments, or whether disadvantages do 
not accrue to certain competitive trades. But, whatever 
such reaction, there is a clear immediate gain in the receipt 
of so much wealth as a yearly gift, both on the grounds of 
taxation and general prosperity. Nor can it be proved 
that the world in general suffers. While these payments 
permit England and France to lend so much less to the 
rest of the world, they enable the United States to lend 
so much more. Would the rest of the world rather be 
indebted to England and France than to America? It 
would indeed be profoundly interested if these payments 
were beyond our capacity, and our financial stability were 
endangered. Otherwise it probably remains more or less 
a matter of indifference to it. What the ultimate 
political and social consequences of the whole world being 
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immensely in the debt of the United States will be, we 
must leave without discussion. 

We are brought finally to the far more difficult question 
of the fairness, the equity of the American policy. This 
question is not raised with any intention of suggesting a 
modification of the British settlement in British interests. 
We have made our settlement with the United States, and 
we shall never go back on it or raise ourselves any question 
of its modification for our own benefit. But a final 
settlement of these problems will, in our view, as we show 
later, inevitably involve American participation in some 
form or other. Such a settlement might some day be 
rendered possible by our passing on to others the benefit 
of modifications in our agreement with the United States, 
and such modifications the American people might be 
led to make, if they were convinced that they were not in= 
consistent with the claims of justice and equity. 

We propose to quote not any European writer, but two 
American writers, who express contrasted views. 

We may not be wrong in thinking that the official 
American view can be clearly apprehended by a study of a 
recent pamphlet, American War Debt Policy, by Mr. 
Garrard Winston, till lately, as we understand, Mr. 
Mellon’s assistant at the Treasury in Washington. Here 
we have an admirably clear, concise, unsentimental, logical 
statement of America’s legal rights. Any considerations 
other than purely legal ones are mentioned only to be 
dismissed ; Mr. Garrard Winston and his colleagues on 
the Debt Commission were, in his view, appointed as 
receivers, to collect debts on behalf of the creditors of the 
1917-18 war enterprise, and they have done so with com- 
mendable efficiency, collecting in full from solvent debtors 
and up to the limit of “ capacity to pay ” from the weaker 
ones. Mr. Winston begins by showing that American 
policy has been based on the original Liberty Loan Bill 
authorising the advances to the Allies. He quotes the 
report of the Ways and Means Committee that under the 
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terms of the Bill the credit “to be extended to foreign 
governments will take care of itself and will not constitute 
an indebtedness that will have to be met by taxation in the 
future.” Legislation, as he correctly states, is interpreted 
by the “ language of the law, and as to this language there 
is no ambiguity.” Here, therefore, is the “ first element 
of the American debt settlement policy. The advances 
to our allies were loans to be collected, if possible, and not 
to be a burden upon the American tax-payer.” From this 
‘beginning the rest has, in Mr. Winston’s view, followed 
automatically. But one must admit that Mr. Winston, 
while not admitting a place for any sentiments of generosity 
or equity in the determination of his country’s policy, is 
quite consistent in not looking for them elsewhere. He 
admits that the Balfour Note “appears most generous,” 
but he goes on, “ any one of us would be equally generous 
in private life and release some debtor of ours who might 
not have the capacity to pay if in turn our bank would 
cancel our note for like amount.” The Note, in his opinion, 
“represents an effort to bring the United States into a 
conference where it is the principal creditor and will be 
asked to make the only sacrifice.” Similarly, Mr. Winston 
expresses almost surprise that the British Government 
should have recognised its obligation and begun payment 
in 1923. 


There were probably (he adds) two motives back of this action. 
Foremost was the idea that England pays its debts. Then if 
England was again to draw profit as the middleman in world finance, 
the pound sterling must be restored to and maintained at parity 
with gold. To get parity, the debt must be settled, and to li 1 
parity, American help was necessary. 


Mr. Winston quite fairly points out that, if following the 
principle set out in the original Congressional Act that the 
American taxpayer should be relieved of any burden, 3$ 
per cent., which is the rate of interest fixed for England to 
pay after the first ten years, represents substantially what 
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money would cost and therefore be worth to a strong 
Government, then since the capital has not been reduced, 
England is paying in full for the debt, and there has been 
no concession except for one half per cent. reduction in 
the rate for the first ten years. Other countries should 
have paid in full, but it was necessary to admit their in- 
capacity. Therefore, certain allowances had to be made. 
Mr. Winston justly stresses the difficulty on the legal basis 
chosen of treating all nations alike :— 


If England is to have its settlement reduced to the French basis, 
then France can likewise claim, and again England in turn, that their 
settlements be reduced to the Italian basis, and Italy can claim, and 
in turn England and France, that their settlements be reduced to 
the Armenian basis, which is zero. 


Mr. Winston deals with American criticism of the settle- 
ments as follows :— 


Briefly, the arguments in America for cancellation, or for much 
more lenient treatment of the war debtors, divide into certain general 
heads. It is urged that in making the advances during the war we 
were giving subsidies and not making loans. This argument is not 
based on fact and need not be further considered. The second 
argument is that these advances are properly our contribution to the 
cause of the war until we could put troops in France. With every 
nation but England the present values of the settlements discounted 
at current rates of interest do not exceed the advances made by the 
United States to that country after the Armistice. Certainly if 
we were to contribute money until we could fight, we have done 
so. 

More generally, it is urged that all our advances should be cor- 
sidered a general contribution by the United States to the cause 
against Germany. This is a difficult argument to focus. If it 
means that out of sentiment we ought to cancel our debts, then 
we are embarking upon a project of charity, and the administration 
and Congress who are trustees for the American people have no 
right to give away the property of their wards without a clear mandate 
which up to the present is not even on the horizon. Of course, if 
any individual citizen wishes to contribute, he is now perfectly free 
to do so. 


Mr. Mellon himself appears at times to have been under 
a serious misconception as to the reasons why England 
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and, perhaps, the other Allies were forced to borrow such 
great sums from the United States. In a letter addressed 
on July 18, 1926, to Mr. Peabody, Mr. Mellon said that 
“* American loans to England were not so much to provide 
war supplies as to furnish sterling for home and foreign 
needs and to save England borrowing from her own people.” 
This, of course, is wholly untrue. No British Government 
would have borrowed one dollar in America, if it could have 
achieved the same purpose by borrowing sterling at home, 
but unfortunately, the dollars we borrowed were absolutely 
essential for payments in America and for maintaining our 
exchange. Mr. Mellon’s statement reminds us of a story told 
by an eminent British editor. He was travelling in the 
Middle West and on the train got into conversation with a 
business man upon the debt payments, and the effect of the 
tariff upon them. Finally, he said to the business man, 
“ Well, you must make it possible for us to pay somehow. 
You say you want no more gold ; and your tariff is aimed at 
keeping out our goods. But you must settle. Which do 
you want? Do your want our goods or our gold?” The 


business man replied, “‘ We want neither. We want your 
money.” 


The following extract taken from The Manchester 
Guardian of March 18, 1927, appears to express Mr. 
Mellon’s final views on the subject of these debts :— 


** T recognise that there is merit in the contention that the Associa- 
ted Governments might well have joined in pooling their resources 
in the common cause,” added Mr. Mellon, who expressed the opinion 
that even now an argument could be adduced in favour of writing 
off debts incurred after the United States’ entry into the war to 
the extent that these were incurred for contributions to the common 
cause. But this argument would apply only if the proposed adjust- 
ment were mutual, and applied to all on a strictly equal basis. This 
point, however, seemed to have been completely overlooked by the 
faculties of Columbia and Princeton, as well as by other advocates 
of debt cancellation. 

With reference to the origin of the debt, Mr. Mellon pointed out 
that while the Allies bought their supplies in America on credit, the 
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United States bought its supplies and services from France and 
the British Empire “by hundreds of millions” and paid cash. 
“ Here is the fundamental reason which explains why we ended the 
war with everyone owing us and our owing no one,” continued the 
Secretary of the Treasury. ‘“ We are now urged to cancel these 
debts because it is alleged that they were incurred in a common 
cause, but neither abroad nor in this country has it been suggested 
that if this is to be done, we are to be reimbursed for the dollars 
actually expended by us in France and Great Britain, so that the 


goods and services they sold us might constitute their contribution 
to the common cause.” 


Let us quote from another American writer, Mr. Joseph 
S. Davis, who has published in our view a statesmanlike 
and generous-minded study of the problem. 


Frankly, I believe we announced too early and adhered too rigidly 
to a narrowly logical position. It is fundamental, I believe, that 
insistence on legal rights is far less expedient than the promotion of 
productivity, trade, and good will. I am convinced that, despite 
logical arguments to the contrary, the debt and reparation problems 
were, in fact, closely related. I believe that our unyielding attitude 
on the debts delayed, at heavy cost to the world, a prompter reaching 
of a sane solution of the reparation problem, and that persistence 
in it may render difficult further adjustment of the reparation 
settlement. I believe the war debts constituted an international 
problem and were a suitable subject for international conference, 
not for final decisions, but for exchange of views, clarification of 
thought, discussion of principles, and paving the way for mutually 
acceptable settlements. I consider that we arrogated to ourselves 
the right to be the final judges of what was right and expedient, 
as the Allied Powers did in the case of the Versailles Treaty and as 
Germany’s reparation creditors did, for several years under French 
leadership, in the case of German reparations. Except on the 
ground of capacity to pay, we ignored practically all considerations 
brought forward by the debtor nations. We used our legal position 
and our economic power to force certain settlements, notably 
with Great Britain and France, that fall short of commending them- 
selves to public opinion in Allied and neutral countries, and to a small, 
but increasing, body of intelligent American public opinion, as 
eminently fair, reasonable, and in a large sense, politic. Our 
policy has been consistent ; but consistency is by no means the 
greatest of virtues; indeed, intemperance in consistency may be 
a supreme vice. 

I am not a cancellationist. I believe that complete forgiveness of 
the debts, or pooling of the war costs, or full substitution of Germany 
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as a debtor, would have been quixotic and impolitic. At the same 
time, I believe that we decidedly over-emphasised sanctity of con- 
tract and under-emphasised the importance of facilitating the re- 
storation of political and economic equilibrium in Europe. On 
certain grounds, I believe reductions of principal and interest could 
have been made, in full accord with fairness and sound policy, 
and with distinctly better results in fact and in feeling. 

An exceedingly difficult fundamental question is whether we were 
morally obligated to regard our war advances as part of our share 
in the cost of the war. In view of our utter lack of responsibility 
for the conflict, our unstinted efforts after we entered the war, 
the huge expenditures we made on our own account—far and away 
beyond those of any other Ally outside of Europe, relatively as well 
as absolutely—I cannot feel that we can rightly be charged with 
delinquency. Nevertheless, I believe that our effective participa- 
tion, except through loans, was so long delayed, at such heavy cost 
to our Allies in life, effort, and expense, that we were fully justified 
in regarding a large part of our advances during the war as contri- 
butions, and not asloans to berepaid. ‘The profits made on the sale 
of these goods shipped to the Allies, the taxes received by our Govern- 
ment on these profits, were sufficiently large to justify a more liberal 
view than we officially adopted on this subject. The recognition 
of this principle, and reasonable negotiations under it, would have 
substantially cut down the principal of the debts and removed most 
of the sense of grievance that is felt in the debtor countries. 

Secondly, I believe that a reduction in the principal was warranted 
by the marked change in the value of money. I believe that we 
should have adopted the broad principle that we desired repayment 
of no more in terms of purchasing power than we advanced.* This 
policy would have involved the writing down of the principal, 
so far as it was not otherwise reduced, by perhaps a third, possibly 
subject to further adjustment up or down as further significant 
changes in the value of money should develop. 

Thirdly, I believe that the standard interest rates charged on the 
principal so calculated should have been fixed in principle at the 
rates at which our Government borrows. For several years the 
Treasury has borrowed at much less than 4} per cent., latterly as 
low as 3 per cent. ; and it is likely to be able to borrow at still lower 
rates in the future. This principle was only partially recognised 
in the settlements. 


* England bought goods when the American price level was between 
168 and 188, and we are paying back with a price level of 140, so that we are 
in fact returning in goods and effort 18 per cent. more. 

t The War Debt Settlements, by Joseph S. Davis, pp. 23-25. (Reprinted 
from The Virginia Quarterly Review, January, 1928.) 
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But Mr. Davis contrasts with this reasoned view “a 


common American opinion characteristic of the man in 
the street.” 


We were drawn, in spite of ourselves, into a European war, 
for the first and last time. It cost us heavily, even if we ended it 
quickly after we got going. Into the bargain we loaned the Allies 
a lot of money, which we raised by Liberty Bonds that we must pay 
off. They’ve made a mess of things since the Armistice, and they 
will probably keep on doing it. We don’t like their ways and many 
of their policies. We haven’t hurried them about payments, 
but a debt’s a debt, and there’s no reason on earth why they shouldn’t 
pay up. We don’t propose to be played for suckers. We stand for the 
principle of paying debts, among nations as well as among in- 
dividuals. We’ve been easy in our terms to all, and remarkably 
generous to the nations that were hardest hit. We’ve had enough 
of unsettlement. The matter’s settled. The plan works. Let’s 
drop the subject.* 


A common European view would be that the United 
States, after making immense profits out of the first three 
years of the war, and after ending the war as a great creditor 
nation, instead of a great debtor nation as she began it, 
will collect from Europe during 62 years £77,000,000 a 


year. If Germany’s capacity can be fixed no higher than, 
or at even less than, £77,000,000, and if, as contemplated 
by the Treaty of Versailles, she pays for 30 years only, 
then for 30 years the United States will receive all or more 
than all the total reparation payments, and for 32 years 
thereafter will continue to collect this huge sum from the 
Allies to whom Germany will then be paying nothing. 
Perfect justice, or rather wisdom, lies probably somewhere 
between the two views. Yet, however that may be, there 
is no chance whatever in the near future of any change 
in American public opinion or of Congress departing from 
the letter of the settlements now made. 
This is sufficiently evidenced by the remarkable speech 
made on Armistice Day this year by President Coolidge. 
When the war, he said, was all over, in spite of the great strain, we 
were the only country that had much reserve power left. Our 
* The War Debt Settlements, p. 17. : 
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foodstuffs were necessary to supply urgent needs; our money was 
required to save from financial disaster. Our resources delivered 
Europe from starvation and ruin. 


In the final treaty of peace, not only was the map of Europe 
re-made, but the enormous colonial possessions of Germany were 
divided up among certain Allied nations. Such private property 
of her nationals as they held was applied to the claim for reparations. 
We neither sought nor took any of the former German possessions. 


We have provided by law for returning the private property of her 
nationals. 


Yet our own outlay had been and was to continue to be a perfectly 
enormous sum. It is sometimes represented that this country 


made a profit out of the war. Nothing could be farther from the 
truth. 


President Coolidge then goes on to estimate America’s 
“net war costs.” He adds to ordinary net costs of the 
war interest which will be paid in future on the public 
debt till redemption, the cost of pensioning the disabled 
and so forth and arrives at a final figure of $100,000,000,000, 
or {£20,000,000,000, “or half the entire wealth of the 
country, when we entered the conflict.” 


He adds: 


While our own losses were thus very large, the losses of others 
required a somewhat greater proportionate outlay, but they are to 
be reduced by the territorial acquisitions and by reparations. While 
we shall receive some further credits on the accounts I have stated 
as our costs, our outlay will be much greater than that of any other 
country. 

America’s attitude can truthfully be characterised as one of 
patience, consideration, restraint, and assistance. We have accepted 
settlement of obligations, not in accordance with what was due, but 
in accordance with the merciful principle of what our debtors could 
ee 

We should like to have our government debts all settled, although 
it is probable that we could better afford to lose them than our 
debtors could afford not to pay them. 


No one who knows the facts would ever wish to minimise 
the immense war efforts made by the United States on 
her own and her Allies’ behalf or her lavish expenditure of 
money. But it remains to be proved that her real war 
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outlay exceeded, for instance, that of this country, though 
her population is more than twice as great. Nor have the 
figures of government expenditure, past, present and future, 
quoted by President Coolidge any but a slight bearing on 
the question whether the American nation, as apart from 
the Government, made a profit or a loss out of the war as a 
whole. 

Certainly the idea, which some people might gather from 
a cursory reading of Mr. Coolidge’s words, that half the 
whole wealth of America in 1917 was and will be absorbed 
by the war, is fantastic, and no doubt not intended for one 
moment by the President. What is incontestable is that 
four years of war left every European belligerent immensely 
more exhausted, or in other words poorer, than eighteen 
months of war left the United States, and that, whatever 
may have been the case in 1918, her wealth in 1928, 
unlike that of Europe, is vastly greater than in 1914. 

Mr. Coolidge’s speech, however, is undoubtedly com- 
pletely convincing in one direction. There should be no 
illusions in Europe as to the likelihood of any change in 
American debt policy in the near future. 


VI. Tue Prosiem. 


HAT Germany and her European creditors are 

now meeting to discuss is Germany’s capacity to 
pay, with the intention of settling finally and definitely 
her total reparation obligations. If she can pay £125,000,000 
a year, for how many years should she pay it ?. What is the 
total capital sum and how much of the annuity represents 
interest and how much redemption? If she cannot pay 
£125,000,000, what can she pay? The problem is not 
capable of scientific determination. If one may trust the 
newspapers, it is raised at this moment, not because anyone 
believes Germany’s capacity has been definitely ascer- 
tained, but, firstly, because the French Government before 
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ratifying their American debt settlement, wish to deter- 
mine their receipts from Germany; secondly, because 
they wish to determine reparations definitely before a 
final settlement of the Rhineland problem ; and thirdly, 
because the Germans on their side are very anxious to 
bring the Rhineland occupation toan end and are willing, 
therefore, to bargain with the French, though in Germany’s 
interests it might quite well be wiser to wait awhile. 

A settlement might not be so difficult, were the European 
war debt payments to the United States smaller. But 
since the Allies start with the determination to get from 
Germany the average annual sum of {66,000,000 they 
have to pay America, together with a reasonable sum 
over and above in respect of “ devastation,” the problem is 
by no means easy. Take the position as it affects Great 
Britain under the Balfour Note. Great Britain owes the 
United States, say, £36,400,000 a year. To make this sum 
up she needs, in addition to what she will get from her 
Allies, {19,000,000 from Germany. Since her share of 
reparations is 22 per cent., this involves a total annuity 
from Germany, exclusive of the service of the 1924 loan, 
administration and costs, etc., of, say, £86,000,000. 
France’s share of §2 per cent. of this sum would come to 
£45,000,000. She has to pay the United States and Great 
Britain together a yearly average sum of £35,000,000. 
This will leave {10,000,000 a year for “ devastation,” 
which no Frenchman will consider excessive. But can 
Germany pay £86,000,000, and can the German Govern- 
ment accept so heavy an obligation? It must be remem- 
bered that under the Dawes plan the stability of German 
currency and exchange is guaranteed by the Transfer Com- 
mittee. If transfers endanger the exchange, the Committee 
must stop transferring. This is an immense protection to 
Germany. But in any final settlement all external control 
will disappear and the whole obligation will. be placed on 
German shoulders. She must find the means to transfer or 


else fail in her obligations. This danger becomes particularly 
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serious, if Germany’s debt is “ commercialised ” in the form 
of bonds sold to individual investors in different countries. 
Failure to pay the service of such bonds would completely 
destroy Germany’s credit. It is vital, therefore, to her 
that her Government should only accept an obligation 
which it is certain that the country’s resources enable 
it to fulfil. In this aspect of the question the United 
States is very greatly interested. Since the war hundreds 
of millions of dollars of German securities in one form or 
another have been sold to the American investor, who thus 
becomes a creditor of Germany jointly with the Allied 
Governments. He has accepted the risk of German 
solvency, knowing clearly the already existing obligations 
of Germany for reparation payments. When the repara- 
tion debt is finally fixed and all foreign control removed, 
the foreign investor will lose the protection which the 
Transfer Committee now affords to him also, and will have 
no priority claim, either in theory or fact, on the avail- 
able resources of the German exchange. The German 
Government will be as much bound to pay the service 
of its reparation bonds as will be the Allgemeine Elek- 
tricitats Gesellschaft or the Deutsch Luxemburg Com- 
pany to pay the service of their bonds sold abroad. If the 
resulting burden on the exchange is too great, all investors 
in German securities of every kind will suffer equally. It 
is therefore of the first importance to the American investor 
in German securities that the reparation burden should be 
fixed within German capacity. In business life, in similar 
circumstances, all debtors would make sure that their 
, interests were properly protected, and it might be thought 
' that the American Government would think it well for 
this reason to be represented at the deliberations of the 
| committee to be appointed, in order to hold a watching 
| brief for American investors. It is likely, however, that 
| that Government will leave their citizens to protect their 
own interests. 

% If¥the*German Government insist that they cannot 
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accept the obligation of paying as much as £86,000,000, 
then this country will be faced with the necessity either of 
refusing to reduce its demands and thus rendering a final 
settlement unattainable, or of abandoning the principle of 
the Balfour Note. While the British public, facing very 
heavy burdens and distracting social problems, is in no 
mood for further sacrifices, and cannot justly be called upon 
to make them, a settlement of the reparation problem within 
Germany’s capacity is, for many reasons, of the first im- 
portance to Europe and to this country also, and we must 
be prepared to co-operate in a fair manner with our Allies, 
and play our part, if need be, in rendering it possible. 

As to the manner of the settlement, there is much to be 
said for simply fixing as Germany’s obligation an annuity 
for a certain amount for a certain number of years, without 
naming a capital sum or specifying what part of the annuity 
represents interest and what part redemption of capital. 
But it is, we think, probable that Germany’s creditors, 
looking towards the “ commercialisation ” of the debt, 
will insist on naming a capital amount and receiving in 
respect of it obligations of the German Government, which 
they can sell for cash on the international markets. Sug- 
gestions, indeed, are now current for settling the whole 
reparation and Allied debt problem by a series of grand 
capital operations. The plan, very briefly, is that the 
German debt should be fixed ; that Germany should hand 
over to the Allies an equivalent amount of German bonds 
in payment ; that the Allies, each taking the proportion of 
bonds due to it, should sell these bonds on the international 
markets of the world ; and that with the cash raised in the 
United States, they should redeem, in whole or in part, 
their American debts, having come to a prior arrangement 
with the American Government as to the rate at which 
the latter would discount future payments in return for 
immediate cash. 

But this proposition, comparatively simple though it 
sounds, has in fact great practical difficulties. Some of 
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these may be briefly indicated, though no full discussion 
is possible here. 

Supposing for the sake of example that it was agreed 
that Germany could and should pay {100,000,000 per annum 
and that in order to sell at par the German bonds, repre- 
senting the capital debt, a rate of interest of 64 per cent. 
must be fixed, and that the capital debt should be repaid 
by a sinking fund of I per cent. redeeming it in, say, 30 
years. This would bring the capital sum out at 
£1,333,000,000. According to their percentages these 
bonds would be divided as follows amongst the Allies :— 

France .. -. 52 per cent. £693,160,000 
England. . eS £293,260,000 
italy)... ge AR eg ies £133,300,000 
Belgium. . Se eee £59,985,000 

Supposing further that the United States were 
prepared to discount the debts due from the Allies on a 
5 per cent. basis. Then the present value of these debts, 
i.¢., the sum due in cash at this moment to the United 
States from each of them, would be as follows :— 

France .. es 5 nf .. £336,274,000 
England. . ee os ee .. £659,389,600 
italy... iw a ie ..  £85,257,400 

It may be assumed that the American Government 
would wish to limit the amount of German bonds issued 
in the United States to those required by or available for 
each country to redeem its American debt. Therefore the 
bonds to be issued in the United States would be at most 
for 

France .. i on Ss .. £336,274,000 
England. . - Sh na .. £293,260,000 
Italy .. as ax es .. £85,257,400 

On these assumptions* France and Italy could entirely 
| redeem their debts to the United States, while England 
could only redeem about 44 per cent., leaving £366,129,600 
still outstanding. 


* In fact, the sums received in cash would be somewhat smaller by the 
amount of the expenses of issue. 
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The balance of the German bonds due to each country 
could be issued in that country’s market to the extent 
that it could absorb them, the proceeds being used to 
repay Government debt, or if need be to reduce debts 
owing to its European creditors. 

The first and most important question is whether 
German bonds to anything like the amounts mentioned 
could be issued on the various international markets. The 
answer depends on how the investor will regard German 
credit. The operation would undoubtedly present very 
serious difficulties. Such great issues would have to be 
made gradually, with great circumspection and under a 
comprehensive scheme agreed to by all parties. Even 
with the best and most expert management and under the 
most stringent guarantees, the knowledge of these great 
amounts of bonds hanging over the markets would be 
bound to exercise a depressing effect on German credit. 
Moreover, would German necessities for foreign borrowing 
cease with the issue of the reparation bonds? It seems 
likely from the figures quoted on page 49 that in addition 
there would have to be German borrowing in some form or 
other to provide foreign currency for paying the interest 
and sinking fund on the reparation bonds, 1.¢., an additional 
borrowing of {100,000,000 per annum, if that should be 
the annuity fixed, or proportionately less, if it should be 
fixed at a lower figure or deliveriesin kind should be made. 

The second question is at what rate would the United 
States Government agree to discount future payments ? 
Clearly this is a matter of fundamental importance. The 
more favourable the rate, the easier it would be to make a 
practicable settlement with Germany. It is at this point 
that the two problems of reparations and Allied debts 
meet, and that we come back again to the future policy 
of the American people. When_the question is finally 
posed, it will be for them to consider to what extent 
equity, wisdom and generosity bid them facilitate a settle- 
ment. They may well play at that moment a decisive part. 





The Problem 


Conclusion. 


The preceding pages indicate that many obstacles remain 
to be overcome, before a final settlement of the reparation 
problem is in sight. Has the moment arrived when the 
creditors of Germany are prepared to agree to a figure for 
the capital debt, which the German Government will feel 
able to accept? The Dawes plan hitherto has worked 
satisfactorily. ‘That may be no indication for the future, 
but it will at least not incline the Allied Governments to 
abate at present very greatly their demands. If they do 
not, will any German Government accept the full respon- 
sibility for future payments? Is there, finally, any chance 
of the United States helping by agreeing to discount 
the debts due to her on a generous scale? At least, there 
are all the elements for a grand game of poker. 





ITALY IN 1928 


I. Tue Fascists AND THE PREss 


HERE is a good story about Marmontel, the author 

of Les Contes Moraux, when he was a prisoner in 
the Bastille. He complained one day to the governor 
of the loss of his liberty. ‘What are you complaining 
about ?” exclaimed the governor, “ You cannot get out 
of the Bastille, it is true, but inside you are as free as any 
man in the world.” A similar question was put on Octo- 
ber 10 to seventy Italian editors. They had been sum- 
moned to Rome ad audiendum verbum. ‘What are people 
complaining about?” asked Signor Mussolini. “ Apart 
from the fact that it is not permissible to criticise Fascism, 
the Regime, or the Government, the Italian Press is the 
freest in the world.” Exactly. The Duce’s logic, like 
the governor’s, is unimpeachable. If there is a difference 
of opinion, it comes from the different value set on the 
thing called liberty. As, however, liberty was proclaimed 
a corpse in Italy as long ago as 1922, Signor Mussolini 
cannot be accused of any inconsistency either in his argu- 
ments or in his actions. 

His treatment of the Press is without parallel. Napoleon I 
abolished his, with the exception of Le Moniteur; but 
then he wrote his decrees with the sword! Napoleon III 
had strict laws, and persecuted journalists who opposed 
him, but though his censorship was drastic, an opposition 
Press was suffered to exist—Le Siécle, it may be remembered, 
was its chief organ. In our own times the Russian Press 
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has been bolshevised, but even it can criticise the work 
of Bolshevist officials, and the Marquis de Estella, though 
he has a censor, has not blotted out independent news- 
papers in Spain. In Fascist Italy, more radical methods 
have been used. Itisamatteroftemperament. Mussolini 
is like George III, who used to say, “I only desire what is 
good ; therefore, everyone who does not agree with me is 
a traitor.” Mussolini has got rid of his traitors. Socialist 
papers have been suppressed, Liberal, Conservative and 
Clerical ones have changed hands—friends of the Regime 
| were, to put it mildly, invited to buy them up. Journalists 
who refused to sign a declaration of loyalty to the Duce 
were debarred from joining the Fascist Press Syndicate, 
and so found their pens no good to them, as they are not 
allowed to write. It has taken some time to bring all this 
about, but since 1926, no journalist who does not become, 
or pretend to become, a Fascist has been tolerated. 
There are still a certain number of newspapers with the 
old names; but if there is any difference between them, 
it is only in the name. For the last three years they have 
all been publishing the same comments and the same views. 
Precisely the same things are noticed and passed over. 
They might be so many copies of an official bulletin. 
Loyalty to the Regime, however, is not enough. They 
must abstain from unfriendly criticism of its representa- 
tives. Nearly every evening the local prefect rings up 
the editor, and gives him what Signor Mussolini calls 
the “keynote” for the day. But there is, of course, 
another side to the account. As always in Fascist Italy, 
| there are compensations for the loss of liberty. Journalists 
are well treated. Upon dismissal, or superannuation, 
| they enjoy benefits which would be beyond the dreams of 
| their professional brethren in other countries. There 
} are also new schools of journalism. Future generations 
| of pressmen are to have a Fascist soul. 

No student should forget the position of the Press. 
It is this which makes it so difficult even for Italians, let 
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alone foreigners, to form accurate conclusions. Accustomed 
to standards elsewhere, one would naturally say on reading 
Italian newspapers, “‘ Why, all the Italians must be Fas- 
cists!” Everybody, however, from Mussolini downwards, 
knows that this is not the case. Public opinion is not 
reflected in the papers in the slightest degree. Foreign 
correspondents in Rome unwittingly deceive their readers 
by quoting what is said in them. They never give what 
people are thinking, only the “keynote.” The Italian 
Press is in fact an orchestra. Everything the Government 
and the party spokesmen do is belauded; everything 
calculated to detract from their prestige is hushed up. 
Even foreign events are presented in such a way as to show 
Fascism in a favourable light. Friendly comments abroad 
are widely reproduced, unfavourable ones are ignored. 

The Italian reader does not often take his newspaper 
seriously. If he did, he would picture the whole world 
as lost in admiration of Fascist Italy and adverse criticism 
as simply prompted by jealousy. Unless, then, he has 
a taste for propaganda, the foreign visitor will do well 
to go to some other source than the Press for his facts. 
But the worst of it is that these other sources have generally 
a bias the other way. They are anti-Fascist, and usually 
equally unreliable, so that one must be cautious. That is 
one of the drawbacks of a repressive system. On the one 
hand, you have people who believe everything, on the 
other, those who believe nothing. If you were to travel 
about Italy with plenty of private introductions, you could 
not help being struck by the obvious exaggeration which 
characterises everything good or bad that one hears about 
Fascism. Fascists shout its praises; its opponents breathe 
its faults into your ear, and there is no possibility of checking 
either. But, as human nature is naturally quicker to 
believe evil than good, more attention is paid to the whis- 
perers than to the shouters. 
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II. Tue Corporative STATE 


O much for the limitations of repression. But the 

suppression of the liberty of the Press means the 
suppression of opposition generally, so it has, at all events, 
assisted Mussolini to carry out reforms of the most auda- 
cious kind. His latest has been to change the Italian 
constitution. The old one which was in force till a few 
years ago, and which stood the racket of the war—one 
forgets nowadays that the only nations which emerged 
victorious were the free peoples—is no longer in existence. 
Not a shred of it remains. But Mussolini and Fascism 
are hardly to blame for that. A revolution which failed 
to tear up the old order by the roots would be a contradic- 
tion in terms. But it is, perhaps, permissible to enquire 
into the merits of the new order. Is it a living force, or 
a mere device to help its inventors over an awkward 
period of transition ? 

Having done away with municipal liberties, councils, 
elections and the rest, Fascism has now, by the law of 
May 17, 1928, practically abolished Parliament. This law 
which provides for the new corporative State may be 
summarised as follows. The directing committees of the 
federations of employers and employees and a few other 
Fascist cultural associations will draw up a list of a 
thousand candidates. This goes to the Grand Fascist 
Council in Rome, and the names of 400 deputies will 
be selected by it, partly from the list, and partly from 
candidates of its own choosing. ‘The names finally selected 
will be published in the official gazette, and the third 
Sunday afterwards the citizens wiil be invited to signify 
their approval or disapproval by writing on a ballot paper 
the simple word, “‘ Yes” or “No.” The franchise is a 
wide one: practically every citizen of 21 or over has the 
right to vote. 


71 





Italy in 1928 

It is unnecessary to go into details. Dr. Johnson once 
assured Boswell that most schemes of political improve- 
ment were ridiculous. One need not go as far as that, 
but it does not take much intelligence to see how this 
particular law will work. The corporative Parliament 
will not consist of representatives freely chosen by the 
people through their duly authorised organs, but of nomi- 
nees of the Grand Fascist Council. ‘The first plebiscite, 
Signor Mussolini has told us, is to be on March 24, 1929, 
the anniversary of the foundation of Fascism, and there 
is no doubt that it will be an imposing function. Peasants 
and workmen will be ordered, under threats, to vote 
“Yes.” They will be marshalled by the black shirts and 
marched to the polling stations. In the cities there will 
be strong pressure, and it may well be that the vote will, 
on the face of it, be an impressive one. This prediction 
is made with some confidence, as Fascism cannot be ex- 
pected to change its spots in a few months. There has 
been, there is and there always will be intimidation. 
It is inconceivable that anything should come of the ple- 
biscite except the result that Mussolini wants in order 
that he may have another proof to give the world of the 
popularity of his regime. In a country in which there 
are no political parties, where the Press is no longer free 
and there is no right of association or meeting, where three 
persons talking politics together in a street may be taken 
up, one cannot look for any genuine expression of public 
opinion. The new Parliament will be precisely what every- 
one expects. Nor should the word “ corporative ” deceive 
anyone. The fact that the candidates are to be proposed 
by the general federations of employers and employees 
has encouraged a belief that there is to be an assembly 
composed of experts skilled in the various branches of 
industry, agriculture, commerce, science, art, etc.; in 
other words, that Italy is to have a Chamber of practical 
men to assist the executive with valuable advice, instead 
of the old political parliament. That at least would have 
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been an interesting novelty. But it will be nothing of the 
sort. The report which the Government put before 
Parliament when the Bill was introduced made this clear. 
“‘ There is no representation,” they said, “ of the interests 
of categories, but a choice, from among the various cate- 
gories, of men capable of furthering the historical aims of 
the nation.” * Further on it is made even clearer. ‘ Can- 
didates who are proposed as representatives of particular 
interests,” we are told, “ must be resolutely eliminated 
by the Grand Council.” The corporative Parliament 
therefore will not be composed of business men selected 
for their special knowledge. The Grand Council will be 
guided in its choice by one consideration, and one only : 
the deputies must be men of genuine and proved Fascist 
faith. ‘The new assembly will not be the expression of the 
national will, blind to everything except the supreme inter- 
ests of the nation; it will be exclusively the expression 
of the Fascist will, and serve the aims of the Fascist olig- 
archy, which claims to be identical with the nation. 

A few independent voices are still occasionally heard in 
the Senate, and when the Bill came before it on May 12, 
one of the Senators pointed out, among other odd features, 
that the proposed machinery would hinge entirely upon 
the Grand Fascist Council, a revolutionary committee 
put by Mussolini at the head of the Fascist party after 
the march on Rome, and hitherto utterly unknown to the 
Italian constitution. The Senator’s criticism was too 
much to the point to be ignored, and a few months later, 
at its September sitting, the Grand Council drew up a law 
for its own “constitutionalisation.” By virtue of it, it will 
become “the supreme organ co-ordinating all the activities 
of the Regime,” and will, in effect, be above both the 
Chamber and theSenate. Its duties and powersare to be very 
wide. It must be consulted on all questions of “‘ a consti- 
tutional character,” “projects of law,” for instance, dealing 
with the succession to the throne and the royal prerogative ; 


* The italics are the writer’s. 
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its own functions and those of the Senate and the Chamber 
of Deputies; the powers and privileges of the Prime 
Minister ; the relations between the State and the Roman 
Catholic Church ; international treaties involving a change 
in the territory of the State or of the colonies. Article 
8 decrees that the Grand Council is to draw up and keep 
up to date a list of persons considered suitable to fill 
vacancies in the Council of Ministers; Article 9 makes 
the secretary of the National Fascist party secretary of 
the Council, and puts upon him the responsibility for 
convening it—he is to preside at its meeting in the absence 
of the president. The Council’s sittings are to be in 
secret, and its members will be the presidents of the 
Senate and the Chamber, the Secretaries of State, the 
Quadrumvirate of the march on Rome, and a number of 
presidents and secretaries of the chief Fascist associations. 
The Grand Council will therefore be both all-Fascist and 
all-powerful; but the person who is to summon it “ when- 
ever he considers it necessary” is, under Article 2,to be the 
Duce. 

This law, like the one which introduced the parliamen- 
tary reforms, is another instance—perhaps the most daring 
of all—of the way in which the well known maxim, “ All 
power to Fascism,” is applied in practice. Much might be 
said about it, but the writer must content himself with 
drawing attention to two points. 

The first and most important touches the relation of the 
monarchy to the Regime. The Grand Council’s new 
powers with regard to the succession to the throne un- 
doubtedly constitute a fresh diminutio capitis for the 
monarch, who has already practically lost the rights 
which the old constitution gave him in the matter of the 
nomination and dismissal of Ministers (Article 65), and the 
dissolution of the Chamber (Article 9). What the conse- 
quences of this will be it is impossible to say. It must 
not be forgotten that the original Fascist programme was 
a republican one, and many Fascists call themselves repub- 
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licans to this day. The syndicalist wing cares little about 
the monarchy, which has therefore only the nationalists, 
who are in a minority in the party, and the aristocracy, 
which never carried much weight in politics, to rely upon. 
The monarchy has also lost prestige among the middle 
classes and the non-partisan masses. The weakness of the 
King’s position has indeed been shown up only too often 
and, although the army has remained loyalist throughout, 
it must be remembered that the regulars are gradually 
being put in the background by the Fascist militia. 
Opinions in Italy differ about the future of the monarchy, 
and it is difficult to make a forecast. Under present con- 
ditions anything might happen. 

The second point concerns the Duce. The Fascists say 
that the new law settles the much disputed question of 
his successor. As a matter of fact, the decision is only 
on paper. If the Duce—absit omen—were to disappear 
to-morrow, the Grand Council could, it is true, at 
once nominate his successor, but that by itself would 
settle nothing. The thing that matters is not the right, 
but the man. Mussolini himself once told Parliament 
that his successor was not yet born, and he is prob- 
ably right. Dictatorships are always personal. And this is 
particularly true of the Fascist one, not only because 
Mussolini has all the strings of public life in his own hands, 
but even more because he represents an irreplaceable force. 
Practically the whole edifice of Fascist Italy rests upon 
his shoulders, and the prestige which goes with his name. 
If they were to vanish, no powers, however complete, 
would enable the Grand Council to fill the gap. It is in 
the nature of things that dictatorships should end with 
the dictator, and the common view in Italy is that Fas- 
cism will be no exception to the rule. It is, however, 
believed by many that, although it admittedly owes its 
stability to the Duce’s personality, the social and economic 
structure represented by the corporative State is strong 
enough to survive the loss of its corner-stone. This 


75 





Italy in 1928 
structure will certainly have a special interest for the 
foreign student on the look-out for lessons that may be of 
use to his own country. 

Unfortunately the corporative State has up till now 
existed rather on paper than in reality. There have been pro- 
nouncements on questions of principle, such as the Labour 
Charter, but little hitherto in the way of action. None the 
less, a great tentative experiment, which might revolu- 
tionise existing economic ideas, is going on. The old trade 
unions have been wiped out, and, as was explained in a 
previous article,* workmen and peasants are being enlisted 
by the Fascists in new syndicates which are recognised by 
the law and are, indeed, organs of the State. The employers’ 
organisations were not destroyed, but they have also been 
transformed into legal State organs, and they now enjoy, 
in theory at all events, exactly the same position as the 
workmen’s syndicates. Both employers and employees, in 
the eye of the law and of Fascist doctrine, are producers, 
not in their own interests, but in those of the State, and 
‘the State regulates their mutual relations in the interests 
of production. Strikes and lock-outs are equally pro- 
hibited—disputes are settled by special labour courts. The 
experiment is only in the bud and, as Mussolini has ex- 
plained, it must remain there for some time to come, 
though, according to official figures published last March, 
there are already some four million producers enrolled, 
three quarters of whom belong to the National Confedera- 
tion of Syndicates of Employees, and a quarter to the 
employers’ confederation. ‘The organisation is, therefore, 
far from complete, but the important thing to notice is 
that, while the confederations are already in existence, 
though still in the making, the corporations which are, 
it will be remembered,f to be joint bodies attached to the 
Ministry of Corporations and entrusted with the regula- 
tion and control of national production, have not yet even 

* See Tue Rounp Tastz, No. 62, March 1926, pp. 259-264. 


t See Tue Rounp Taste, No. 67, June 1927, p. 499. 
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been formed. Their task has hitherto been performed by 
the Government, whose intervention in disputes has, 
however, been guided by political rather than by economic 
considerations. The delay is put down by Fascists to the 
necessity of first creating a “‘ corporative conscience,” but 
the real reason is probably the recalcitrance of the em- 
ployers who are afraid of their liberties being curtailed 
to an even greater extent than at present. For the law 
gives the corporations the right of enquiring into condi- 
tions, profits, methods of production and all such matters. 

Of the two great confederations, the employers’, which 
comprises 65 per cent. of the industries of the country 
with 1,750,000 workmen, is at present the more powerful. 
It is divided, territorially, into 96 mixed unions and, accord- 
ing to callings, into 46 national federations. It is stronger 
than the other confederation because, as has already been 
said, it is new only in name. Otherwise it is the old 
employers’ organisation, and it still has the same competent 
secretariat and staff of experts as it used to have. The 
workmen’s confederation, on the other hand, is a brand 
new body with improvised chiefs fresh to their job, whose 
superficial knowledge of labour questions often makes a 
poor enough show in negotiations with the employers’ 
associations. ‘To take a single example, the existence of 
inside workmen’s commissions used to be a guarantee to 
the men that their labour conditions would be scrupulously 
observed. By the pact of October 2, 1925, however, the 
employers succeeded in getting these commissions abolished, 
and it is clear that, although Mussolini every now and 
then shows his fist to them, he is moving with great caution 
as far as the employers are concerned. For the workmen, 
the Government and the Party show their friendliness both 
| in word and deed. As demagogues, indeed, the Fascists 
often outdo the Reds, and the three or four judgments 
which have so far been given by the labour courts have 
also been in favour of the workmen. In trade disputes, too, 
the local Fascist representative never fails to take the men’s 
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side, and all sorts of pressure are brought to bear upon the 
employers—sometimes it goes even as far as threats. In 
social legislation, however—and this is another feather in 
Fascism’s cap—Italy is now ahead of every other country. 
Mussolini’s recent decision to raise old age pensions was 
particularly interesting. 

Yet, in spite of all this, neither the employers nor the 
employees are content with the corporative scheme. The 
employers feel their liberty curtailed and dislike the con- 
tinuous interference of the Government and Fascist political 
officials in their affairs. Above all, they are uneasy about 
the future. The Labour Charter, it is true, guarantees 
private initiative, but Articles 7 and g hint at the possi- 
bility of factories being taken over by the State. In the 
recent land reclamation law, moreover, there is mention of 
eventual expropriation. ‘The employers have an impression 
that, although lip service is paid by Fascism to the principle 
of private ownership, there may be menace in the actual 
facts. At first they believed that they were just going to 
get rid of socialism. Now they are afraid of the old bogey 
coming up again in a new guise. 

If the employers are discontented, the employees are 
even more so. Neither workmen nor peasants have for- 
gotten the heroic times of the cudgel, and they have all of 
them more or less sad memories in their own families 
to look back to. But, apart from that, they distrust a 
system which has deprived them of their liberties, taken 
away their votes and suppressed their newspapers and 
organisations. Their enlistment in the new syndicates has 
been against their will; a compulsory contribution is 
deducted from their wages, and the secretaries who are 
supposed to take care of their interests are not of their own 
choosing, but nominated from above. They cannot even 
meet together to discuss their own affairs. When they have 
negotiations with their employers, they are conducted by 
officials in whom they have no confidence and who are 
often unknown to them personally. Indifference, or even 
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hostility, under such circumstances is perfectly intelligible, 
and we must not be deceived by newspaper accounts of 
demonstrations which suggest that the toiling masses are 
becoming reconciled to the corporative organisation and the 
Fascist system. The corporative State is being set up 
without the consent of those for whose benefit it is sup- 
posed toexist. Indeed, the huge and complicated organisa- 
tion that has been brought into being at such great cost 
reminds one, for all the world, of a wonderful mechanism 
like the human body which was invented by Heine’s 
artisan. It had everything which the body has except one 
thing—the soul—so the artisan wandered about looking 
everywhere for one, but he could not find it. 


III. Tue Mareritat AND THE SpiriTuaL SIDE 


ILL Mussolini find a soul for his corporative State? 

Only time can answer that question, and for the 
moment he is mainly taken up with the material 
side. Every year, on October 28, the anniversary of the 
march on Rome is celebrated by the inauguration of public 
works, and this year there was a sufficiently impressive list. 
As compared with the slow progress made under past 
regimes with their want of capacity, indifference, or parlia- 
mentary handicaps, Fascism, it must, in all fairness, be 
admitted, has shown a zeal, a quickness and an efficiency 
which are in many ways admirable. Whatever the future 
may have in store, many of the things it has done will last 
and bring real benefit to the country. To give a list of 
them would take too long, but they comprise roads, railways, 
ports, hydraulic machinery, aqueducts, public buildings and 
many other undertakings. Only last September, the 
Council of Ministers issued supplementary estimates 
authorising an additional expenditure of 235 million lire. 
Particular attention has been paid to agriculture. The 
Minister of Public Works recently brought in a Bill pro- 
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viding for bonifica integrale, as they are called, i.e., land 
reclamation, and for all that should go with it in the way 
of roads, houses, stables, drinking water, etc., to enable the 
settlers to live in comfort. The scheme was spread over a 
period of years and involved a total cost of five milliard lire. 
Communes and provinces show the same feverish activity 
in constructive work. 

One cannot but recognise, however, that this is a policy 
imposed by the conditions of their existence upon despotic 
regimes. History shows no exception to therule. The loss 
of liberty has always to be made up for by material advan- 
tages, real or apparent. Suetonius tells us of the great 
building schemes of the Roman emperors and the chronicles 
of the Italian Renaissance are eloquent on the subject of 
petty tyrants whose ambition was to earn the title of 
magni muratort. 

In the Fascist Government’s own programme one notices 
an exaggeration which is typical of everything it does. 
And although one of its objects is to find work for a large 
number of workmen—the economic crisis is still acute— 
many of its works, particularly the plans for the embellish- 
ment of the cities, seem to be prompted more by national 
pride than by real necessity. But even works whose useful- 
ness is indisputable often represent a burden which for the 
time being is beyond the financial capacity of the country. 
Fascist Italy embarks lightly upon expenditure which its 
citizens, deprived of their representation both in Parlia- 
ment and the communes, have no means of controlling. 
The State finances are themselves a puzzle, but there is 
no mystery about the position of the Exchequer on May 24 
last when, after eleven months of the financial year, a 
surplus of 150 millions of lire was shown on paper, though 
there was really a deficit of about a milliard. As for the 
communes, their expenditure is so extravagant that the 
Government had recently to circularise its Podestas—the 
officials who, it will be recollected,* have replaced the old 

* See Tue Rounp Taste, No. 62, March, 1926, pp. 267-268. 
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elected mayors—requiring economy. There is also the 
question of corruption. There is admittedly a great deal 
of exaggeration in the stories that go about the country, 
but there is no doubt that many unscrupulous officials 
contrive to line their own pockets. 

All this money is spent, it is true, in the name of patriot- 
ism. It is the boast of Fascism to have stirred up the 
national conscience, restored the authority of the State, re- 
established order and discipline, revived religion and 
imposed respect for the church. This is the burden of 
every Fascist speech and article. But although the 
country owes it a great deal for the progress made on the 
material side, the same cannot be said of the moral side. 
For Fascism, which is nothing if not thorough, everything 
Fascist is good and everything non-Fascist bad. Even a 
good man must be a bad citizen if he is not a Fascist. It 
was the same with the despotisms of the past. To quote 
Dante “ In politia obliqua bonus homo est malus civis, in recta, 
vero, bonus homo et civis bonus convertuntur.”? It is natural 
then that “bad citizens” should be kept out of public 
affairs, and prevented from writing in the newspapers in 
Fascist Italy, even when they are not quietly deported or 
obliged to fly the country. It is equally natural that too 
many should learn that it pays to become “ good citizens,” 
and there are disadvantages from the standpoint of char- 
acter building in such a school. 

The Fascist, to make use of an English slang expression, 
is a “ whole hogger,”’ and everything, including even justice, 
which should come before everything else, has been sub- 
ordinated to Fascism. Judges and magistrates are looked 
upon as employees of the State, which, in Fascist Italy, 
means of Fascism. ‘The law has been made more severe, 
but its severity is reserved for those whose offence consists 
of opposition to the Regime. In the course of a couple of 
years the special tribunal has given more than 2,500 years 
of penal servitude to persons accused of communism. The 
following are a few instances of the administration of 

F 81 





Italy in 1928 

justice: The trial in Rome last August for the attempt 
at Bologna on Mussolini’s life confirmed the doubt that 
the person who fired the revolver was not the boy Zamboni 
who was lynched by the crowd. Yet, the boy’s father and 
aunt were each sentenced to 30 years’ penal servitude on 
the charge of having instigated him to commit the crime, 
though no evidence came out from the proceedings which 
justifies this conclusion. Even more significant was a 
sentence passed by the special tribunal at a recent trial on a 
man who had shot a couple of Fascists near Lucca. After 
being condemned to death, he petitioned the King to pardon 
him. His petition was not even submitted to the sovereign. 
The man was shot by a squad of black shirts. Capital 
punishment has only recently been introduced into Italy and 
is limited to cases of attempts upon the life of the King or 
the Prime Minister, and offences against the security of 
the State. It was decided that a man who kills a Fascist, 
because he is a Fascist, “ is guilty of an attempt against the 
security of the State.” This sentence was placarded in 
every commune in thecountry. It is typical of the way in 
which Fascists understand and apply justice. It becomes 
in their hands an instrument for the consolidation of their 
own power and for the intimidation of their opponents. 
Another of their instruments is the police. When the 
internal estimates were under discussion last May, a 
Senator stated—and his statement was not even challenged 
—that a milliard lire, an amount equal to the expenditure 
of France and England combined, are spent every year on 
them. Ifthe country is really so quiet and contented, why 
waste all this on secret agents ? 

The truth is that the Fascist oligarchy does not really feel 
secure. It knows that buttonhole badges, Roman salutes, 
flag wagging, band music, and the homage paid to the Duce 
by thousands of people in the streets of Rome on anni- 
versaries do not count for much. ‘The bulk of the Italians, 
at heart, are not Fascists. They cannot speak their 


minds—they can only express their feelings by murmurs— 
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but the myth is gone. The adoption of the Napleonic 
year did not give Italy an empire, nor have all the official 
and economic “ battles”” won prosperity for her people. 
The devices and exponents of Fascism are discredited. 
Nevertheless, organised opposition is inconceivable. Therein 
lies the real danger of the situation. 





IMPERIAL COMMUNICATIONS 


T is probable that when this number of Tue Rounp 

Tase appears a Bill will be before the Imperial Parlia- 
ment to give effect to the recommendations of the Imperial 
Wireless and Cable Conference of 1928. ‘Those recom- 
mendations have already been accepted, with minor modi- 
fications in certain instances, by His Majesty’s Govern- 
ment and by the Governments of all the Dominions. If, 
as there is every reason to expect, the British Bill becomes 
law, no practical difficulty will then stand in the way of 
merging under unified control all the cable and wireless 
services which radiate from Great Britain over the Empire. 
Confirmatory legislation may also be found necessary, or 
at least desirable, in some of the Dominions for the full 
realisation of the scheme propounded by the Conference. 
But it will deal with details and will be presented in an 
atmosphere hardly likely to be controversial; thus it 
remains true that the scheme in its essential features will 
stand or fall by the decision of the British Parliament. 

If that decision is favourable, the Empire will be in- 
debted for an Imperial system of telegraphic communi- 
cation not to the wisdom of its statesmen or the enlighten- 
ment of its Parliaments, but to the irresistible pressure of 
scientific progress. The issue has been forced and the 
solution imposed by the discovery of the possibilities of 
Beam wireless. Successive Imperial Conferences have 
passed pious resolutions recognising the importance of 
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improved communications. The journalists of the Empire 
in their periodical meetings have clamoured for cheaper 
rates and better service. It has been left to the inventive 
genius, ranging over the uncharted seas of wireless tele- 
graphy, to compel the substitution of an Imperial policy 
for the disorder and confusion of the past. To-day that 
past has still a certain antiquarian interest, but to the 
historian of the future serious consideration of the subject 
will probably begin with the work of the Conference of 
1928. 

The Conference included representatives of Great 
Britain, of the Dominions, of India and of the Colonies and 
Protectorates. It was appointed 


To examine the situation which has arisen as a result of the 
competition of the Beam wireless with the cable services, to report 
thereon and to make recommendations with a view to a common 
policy being adopted by the various Governments concerned. 


It sat from January to July and its report was unanimous. 
To understand the report it is necessary to examine the 
situation with which the Conference was confronted. 


I. Tue Existinc SitTvatTion 


HE cable system of the Empire consisted in its main 
features of 

(1) The cables of the Eastern Telegraph Company and 
its associated companies, linking Great Britain with India, 
South Africa, Australia and New Zealand ; 

(2) The cables of the Pacific Cable Board, a joint enter- 
prise of the British, Canadian, Australian and New Zealand 
Governments, between British Columbia, Australia and 
New Zealand, and 

(3) Two cables between Great Britain and Canada 
owned by the British Post Office, neither of them modern 
or in first-class condition and one of them a former German 
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cable acquired as a prize of war. For Canadian traffic these 
cables were in competition, not only with wireless, but 
with the modern cable systems of the Commercial and 
Western Union Telegraph Companies of America. 

Until the end of 1926 the encroachment of wireless on 
the preserves of the cable companies was limited to a long- 
wave service between England and Canada conducted by the 
Marconi Company and the Canadian Marconi Company, 
which at that time it owned. The year 1926, however, 
marked the advent of a revolutionary improvement in 
wireless telegraphy, the Beam system. ‘That system was 
introduced by the engineers of the Marconi Company, 
and in the last two years their invention has been brought 
to practical fruition, but by no means to the full limit of its 
technical possbilities, through the successive establishment 
of Beam services between Great Britain and Canada, 
Great Britain and Australia, Great Britain and South 
Africa, Great Britain and India and Australia and Canada. 
While there are still imperfections in Beam wireless and 
difficulties which science has only partially overcome, it is 
now established beyond question that the capital cost of 
Beam installations is much lower, and the capacity of the 
Beam for simultaneous transmission much greater, than 
those either of the former long-wave wireless system or of 
any existing cablesystem. Given unrestricted competition, 
there is no reason to doubt that the Beam would ultimately 
reduce the revenue of the cable companies below the 
minimum economic return on their invested capital. 

If we turn from systems to their owners, we shall find, 
as the Conference found, an anomalous situation. On 
the side of cables there were the Eastern and associated 
companies representing private enterprise, together with 
public ownership in the network of the Pacific Cable Board, 
a co-operative undertaking of Great Britain and three 
Dominions. In wireless the parent concern, the Marconi 
Company, controlled the patent situation, and was able 
to make invaluable contributions, through its relations 
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with Senator Marconi and by the work of its engineering 
staff, to the progress of the science. It was also associated 
with the American, German and French wireless concerns 
in a research pool, the members of which were entitled to 
the benefits of improvements made by any of them. The 
Marconi Company, however, did not operate the Beam 
stations in Great Britain, which were owned and managed 
under a licence from the Company by the British Post 
Office. On the other hand, the Company was interested, 
both financially and technically, in varying degrees in the 
wireless companies in the Dominions which were respon- 
sible for the Dominion ends of the Beam systems. In 
Canada it had exchanged its control of the Canadian 
Marconi Company for a minority interest. In Australia 
it was a junior partner in Amalgamated Wireless (Austra- 
lasia), Limited, a Government owned institution operating 
under the forms of private enterprise. In South Africa 
it controlled the Wireless Telegraph Company of South 
Africa and in India held a majority share interest in the 
India Radio Telegraph Company, which was, however, 
subject to strict control by the Indian Government. 

The first and most obvious characteristic of these 
arrangements was that they were entirely haphazard, and 
the explanation must be sought primarily in the unfortunate 
financial record of the Marconi Company itself. Polluted 
from its birth by the breath of scandal, distrusted even by 
the politicians, detested by the Post Office, that home of 
administrative ambitions and professional jealousies, the 
Company committed its ultimate indiscretion when through 
its ill-conceived investments it was compelled to disappoint 
the wider public whom it had trained to gamble in its 
shares. For a time its weakness impaired the vitality 
of wireless itself in the Empire. No one would play with 
it. Before the Conference met drastic reorganisation had 
gone some way at least to restore confidence and to facilitate 
negotiations with the main competitors of wireless, the 
cable companies. The Conference had not in fact pro- 
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ceeded far in its investigations when it received a com- 
munication from the Chairmen of the Eastern Telegraph 
and the Marconi Companies informing it that the two 
undertakings had agreed on the terms of a merger, subject 
to the approval of their shareholders and the conclusion of 
satisfactory arrangements with the Governments of the 
Empire. 

We are not here concerned with the financial terms of 
the merger as they affect the several classes of stockholders. 
It will suffice for our present purpose to point out that the 
negotiations leading to the agreement were long and difficult 
and that those difficulties were known, in part at least, 
to the members of the Conference and rightly and inevitably 
were present to their minds when they made their report. 
The obstacles to agreement were both financial and per- 
sonal. On the one hand, the cable companies, by prudent 
management over a long term of years, had built up large 
reserves and established a position of great financial 
strength. But that strength was all in the past. For 
three years they had been faced by diminishing revenues 
and a long period of unequal competition was bound to 
leave them with their strength dissipated and their future 
in doubt. Wireless, on the other hand, was emerging 
from a prodigal past to a future incalculable in its poten- 
tialities. On the personal side the very conservatism in 
finance which had built up the structure of the cable 
companies had been the work of directors of an older 
school, who believed in progress as they saw its operation 
in the remarkable improvements of modern cables, but 
distrusted its manifestations in the still unfathomed depths 
of wireless telegraphy. If we remember that it was a 
product of this atmosphere, the merger must be acclaimed 
as a triumph of common sense. On the financial side con- 
flicting interests were reconciled by giving to the cable 
companies a predominant share in the fixed interest-bearing 
securities of the new Company, and to wireless a corres- 
ponding position in the equity, where its possibilities will 
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be remunerative to the extent to which from time to time 
they are proved. On the personal side it is fortunate that 
the Marconi Company has in the end been able to obtain 
a position of equality in the directorate of the new Company. 
Logically a director of that Company will not be called on 
toconsider whether a given policy is favourable to wireless or 
cables, but only whether it is profitable or unprofitable. In 
practice it is perhaps unreasonable to expect that habits of 
mind acquired in other conditions will in this generation 
respond very readily to the precepts of so strict a logic, 
and we may be pardoned for thinking that the future of 
wireless would have been insecure with less than equal 
representation on the new Board. 


II. Tue Conrerence’s SCHEME 


HIS, in brief outline, is the situation which the 

Conference was called on to consider. It naturally 
heard the views of the parties to the merger at an early 
stage. The cable companies made it clear that they were 
not prepared to leave things as they were. They had built 
up a vast network of cable communications throughout the 
Empire. ‘They had done it as a private enterprise and had 
managed their undertaking with prudence and foresight. 
They had had to meet the competition of another private 
enterprise engaged in wireless and of a government institu- 
tion in the Pacific Cable Board. They were now confronted 
with a further development of wireless, economically 
hors concours, owned and actively developed by the British 
Post Office in direct competition not only with the com- 
panies’ cables but with the cables owned by the Govern- 
ments of the Empire. This was State enterprise run mad. 
They were prepared to continue the cable services as a 
separate undertaking if they were adequately subsidised 
to do so, they were equally prepared to proceed with she 


89 





Imperial Communications 


merger provided all the cable and wireless services of the 
Empire were vested in it. But in default of one or other 
of these solutions, they could not sit idly by and see their 
reserves swallowed up in meeting current losses. They 
must sell out to foreign interests or distribute their assets 
and liquidate. 

The Conference came to the conclusion that this line of 
argument was unanswerable, and few reasonable people 
will disagree with them. ‘They considered various possible 
forms of subsidy for the cable services and rejected them 
all as merely partial remedies of doubtful economic sound- 
ness. ‘They were not prepared to contemplate the dis- 
appearance of the cable system, still less its transfer to 
foreign ownership. Brilliant as the progress of wireless 
telegraphy may have been, unlimited as may be its future, 
no one can say to-day with confidence that it will ever 
entirely displace the submarine cable. The two are at 
present complementary and they may well remain so. 
If no longer in its infancy the science of telegraphy by 
cable is still capable of immense development, as the im- 
provements of the last few years have amply demonstrated, 
and in its certainty and secrecy it offers advantages in peace 
as well as in war which wireless has yet to show. ‘The only 
solution which commended itself to the Conference was 
frankly to accept the merger and to build round it a great 
monopolistic service with such safeguards as appeared 
reasonable in the public interest. In this task the Con- 
ference had the assistance of two eminent financial advisers. 

In applying this solution the first problem before the 
Conference was to separate the activities and interests of 
the cable and wireless companies with which the Govern- 
ments of the Empire were concerned, and over which they 
might claim to exercise some control, from the other 
activities and interests of those companies. The cable 
companies have large investments outside their cable 
business and the Marconi Company not only receives a 
large revenue in the form of royalties for the use of its 
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patents but engages in ordinary commercial enterprises 
such as the manufacture of radio apparatus. 

The Conference propose to achieve the desired segrega- 
tion of interests by the device of a separate communications 
company. The cable and Marconi companies will sell to 
the Communications Company for shares the whole of their 
communication assets, i.e., cables, wireless stations and 
investments in cable and wireless companies, and the 
Communications Company will similarly acquire the govern- 
ment cables (those of the Pacific Cable Board, the West 
Indian Cable and the Imperial Atlantic Cables), and will 
hold a lease for 25 years of the Beam stations now owned by 
the British Post Office. 

As a simultaneous operation the Merger Company will 
be formed on the lines already agreed upon by the cable and 
Marconi groups te acquire all the ordinary shares of the 
cable companies and all the ordinary and preference shares 
and debentures of the Marconi Company. The Merger 
Company will thus derive its revenue from dividends paid 
to it by the cable and Marconi companies, and those com- 
panies will have incomes made up in part of the dividends 
paid to them by the Communications Company and in part 
from their royalties, investments and other outside interests. 

The Conference propose that the capital of the Com- 
munications Company at its inception should not exceed 
£30,000,000, and that a standard net revenue of {1,865,000 
per annum for the Communications Company should be 
fixed. This represents a return of approximately 6 per cent. 
on the capital of the Communications Company employed 
so'ely in respect of communications services. Of all net 
revenue in excess of the standard amount the Company 
will be entitled to retain only 50 per cent. and the remaining 
50 per cent. will be applied, after consultation with an 
Advisory Committee representing all parts of the Empire, 
either for the reduction of rates or for other purposes. As 
additional capital expenditure is incurred by the Com- 
munications Company in the future, appropriate additions 
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for the service charges of such new capital will be made to 
the standard revenue. 

The Conference recommend that the board of directors 
of the Merger Company, Communications Company, cable 
and Marconi companies, should be identical, and further 
that the Chairman and one other director of the Communica- 
tions Company should be persons approved by His Majesty’s 
Government. By these measures it is hoped to ensure the 
adoption of a consistent policy throughout the under- 
takings and a policy which will take due account of the 
public interest. 

The Conference, however, have gone further in the 
direction of public control. They propose the establish- 
ment of an Advisory Committee, to include representatives 
of all parts of the Empire, with absolute powers in regard 
to any proposed increase of existing rates and the allocation 
of any funds which may become available for rate reduction 
or other purposes owing to the increase in the standard 
revenue of the Communications Company. They also 
suggest that the Communications Company should consult 
the Committee on questions of policy, because “as the 
undertaking is one which closely concerns the several 
parts of the Empire it is essential that they should have a 
voice in the direction of the policy of the undertaking.” 

The idea in the minds of the Conference seems to have 
been that by the Advisory Committee they were establish- 
ing a sort of Post Office for the Empire and providing for 
the first time for the permanent co-operation in an Imperial 
service of representatives of the several Dominions and 
Colonies. Admirable as this intention may be, it may be 
doubted whether a Committee not strictly limited in its 
activities will prove to be a satisfactory expedient. ‘There 
is something to be said for State enterprise in a public 
service; there is, in our view, still more to be said for 
private enterprise when the service depends for its efficiency 
on the successful development of technical processes which 
are still in their infancy. There is, however, nothing to be 


92 





The Conference’s Scheme 


said for a combination of private enterprise and State 
interference. It seems to us possible to exaggerate the 
practical dangers of the monopoly which is to be vested 
in the Communications Company. Obviously public 
opinion would not tolerate an arrangement which made it 
possible for the shareholders of the Company to earn an 
unlimited return on their money. It is fair to insist that 
a substantial part of all profit above a fixed standard, even 
though such profit is earned by efficient management and 
the development of new and more economical technical 
methods, should be applied to the benefit of the users of the 
telegraph services. That kind of principle is well known 
in other public utility services, such as electricity and gas 
undertakings, but the endowment of this Advisory Com- 
mittee with undefined powers to roam over the whole 
field of “ policy ” would, as far as we know, be the first 
attempt on any scale in the British Empire to go further in 
the controlling of a monopolistic service than merely to 
limit its profits. It would be regrettable if at an early stage 
in the operations of the Communications Company any 
doubt should arise as to who was really managing the Com- 
pany—the Board of Directors or the Advisory Committee— 
but that situation seems to us by no means improbable 
unless the activities of the Committee are narrowly pre- 
scribed from the outset. 

Suspicion has no doubt been engendered by the scandals 
which have dogged the Marconi Company throughout its 
brief existence. But it is to be hoped that the Govern- 
ments of the Empire, who are at present engaged at the 
suggestion of the Conference in determining the composition 
and powers of the proposed Committee, will take a broap 
view of the problem. The new company is to have an 
independent chairman and a second director nominated by 
the British Government. This is more than a negative 
safeguard of sound policy, and it is immensely reinforced 
if, as we believe, it is reasonable to assume that a powerful 
undertaking such as the new company, formed under these 
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auspices with a strong financial structure and an efficient 
management, may be trusted to realise that its own interests 
are bound up in the long run with those of the public 
which it serves. 

The last recommendation of the Conference is that the 
Post Office should be allowed to reserve the right to conduct 
the external telephone services of Great Britain. This 
concession to official obstruction may have a political, 
but has no practical, justification. In fact, the best 
method known to science at the present time for long 
distance wireless telephony is to super-impose telephone 
circuits on the telegraphic beam. The public, therefore, 
may not unreasonably ask what compensating advantages 
it may expect to derive from what would appear to be the 
quite otiose interpolation of a bureaucratic organ between 
itself and the owners of the Beam. For answer it will no 
doubt draw such comfort as it can from the reflection that 
it is already indebted to the Department for one of the most 
expensive internal telephone systems in the civilised world. 

In conclusion, it may be well to add that frank criticism 
of this recommendation or the other is in no way incon- 
sistent with the view that the main structure designed by 
the Conference is admirable in its conception and in its 
possibilities of future expansion and improvement. If 
the scheme is accepted the British Empire will lead the 
world in the systematic planning of its telegraphic com- 
munications. There is great activity and progress in the 
same field in the United States, but there the hostility of 
rival corporations and the existence of the anti-trust legis- 
lation still impose formidable obstacles to what may be 
called the rationalisation of this public service. It is not 
the least satisfactory feature of the present scheme that 
in the negotiations and discussions which from time to 
time will be inevitable with the corresponding enterprises 
in America and elsewhere, the interests of the Empire will 
be in the hands of a powerful commercial undertaking, 
financially unassailable and in the front rank technically. 
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TO INDIA 


I. Tue “ Boycott ” 


HE last article from India was despatched in April, 
exactly six months ago—six months which, it needed 

no prophet to foretell, would prove to be one of the decisive 
periods in Indian history. Some idea of the kind and 
strength of the various reactions to which the announce- 
ment of the appointment of the Statutory Commission 
on November 8, 1927, gave rise has already been given in 
these pages.* The reader will not, therefore, be surprised 
that the last six months should have proved to be months 
of important development and of rapid and perhaps be- 
wildering change. ‘Throughout, the Commission has held 
the centre of the stage. Nothing compares with it for 
interest in India to-day. It dominates her present politics 
and the thoughts and actions of all who play any public 
part in them, whether for or against the Commission. 
People in England apparently still think of the reactions 
to its appointment as being two in number and of exactly 
opposite tendencies. They imagine a boycott by certain 
sections of Indian opinion and co-operation by certain 
other sections. It is the purpose of the writer to show that 
this impression is an unduly simplified and mistaken one. 
In the first place, it may be said with complete truth 


* Tue Rounp Taste, No. 70, March 1928, pp. 307-316. 
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that there is no boycott of the Commission. For a boycott 
means simply and solely the utter ignoring of the boycotted 
object. Undoubtedly a boycott of this unequivocal type 
was visualised last November by those Indian politicians 
who declared themselves irreconcilably opposed to the 
Commission’s constitution and, had political opinion and 
such public opinion as exists in India been solid against 
the Commission, such a boycott would no doubt have been 
achieved, and the Commission left to draw its conclusions 
and to make its recommendations from the official evidence 
and its own observations. But from the beginning it 
was clear that complete unity of this kind was out of the 
question, and so there has been no time since last November 
when some section or other of the opposition has not been 
trying either avowedly or otherwise to modify the con- 
stitution of the Commission or else the conditions on which 
Indian opinion is to be associated with it. As we shall 
shortly see, even the most extreme and uncompromising 
sections have, within the last two months, tacitly acknow- 
ledged the break-down of the boycott by putting forward a 
scheme for the future government of India which has, 
without authoritative denial from any quarter, been 
generally presumed to be meant primarily for the considera- 
tion of the Commission and His Majesty’s Government. 
On the other hand, when we refer to the co-operating 
sections of Indian opinion, we must beware of thinking 
of them as diametrically opposed in their point of view and 
their politics to the so-called boycotters. ‘The co-operators 
are, as a matter of fact, drawn from every community and 
class and represent many different schools of political 
thought. It is quite possible, for example, that except 
on certain communal questions all, or practically all, the 
leaders of the co-operating groups would agree whole- 
heartedly with the views and aspirations of many of the 
“ boycott ” leaders, and that the ultimate goal and even 
the methods which they would adopt to reach it are common 
to many who find themselves in rival camps. It is more 
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than likely that some of the views of the co-operating 
provincial and central committees, and other bodies too, 
will differ sharply from those of the Commission. The 
Commission, those who are co-operating with it, and those 
who are not doing so, except in the limited way we have 
just described, are all, however, now hard at work on the 
vast task of finding a solution of the problem of the future 
government of India, and there can be little doubt that 
the views of all three will coincide in some things, although 
they may diverge, and diverge widely, in others. 
Meanwhile, to adopt the language which is still current 
though, as we have seen, not exactly suited to existing facts, 
we must see what developments have taken place in the 
boycott position. Our last article was written at the 
moment when the legislative councils of three of the nine 
major provinces had declared for co-operation and three 
against it. At the moment of writing the position is that 
the legislative council of every province except one, the 
Central Provinces, has decided to choose a committee to 
co-operate with the Commission, and even in the Central 
Provinces there is a definite and apparently a growing 
movement in favour of coming into line. Two of the 
councils who are now co-operating, those of the United 
Provinces and Madras, revised previous decisions in favour 
of non-co-operation, and in neither case did the non- 
co-operating elements challenge a division. It is interest- 
ing to observe the sequence of events in these cases and 
the majorities by which the actual decisions were taken. 
Our readers will remember that by the middle of April 
three provinces had decided to co-operate, the Punjab, 
Burma, and Assam. On July 9 Bengal also decided, by a 
majority of 22, to do so. Her example was followed by 
Bombay on August 2, this time by a majority of 24—in 
itself a striking triumph, since Bombay city and certain 
parts of the Presidency are among the strongholds of non- 
co-operation. Next came Bihar and Orissa, though here 
the majority for co-operation, contrary to all expectations, 
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fell as low as 6. There were, however, reasons for this 
peculiar to the province and the moment. ‘Two of the non- 
co-operating leaders, in fact the two authors of the report 
which we will discuss in a moment, Pandit Motilal Nehru 
and Sir Tej Bahadur Sapru, visited the province shortly 
before the Council took its decision and they undoubtedly 
swayed a number of votes. And, a circumstance which 
shows the queer stuff of which Indian politics are made, 
certain expressions in a recent judgment of the High Court 
had offended the amour propre of many sections of the 
Indian public, and this was undoubtedly reflected in the 
voting lists. By this time, however, the tide had obviously 
set in for co-operation, as far as the provincial councils 
were concerned, and therefore Madras on September 5, 
and the United Provinces on September 18, decided, as 
we have seen, without a division to elect committees to 
work with the Commission. 

That these decisions have badly shaken the position of 
the non-co-operators cannot be denied, for, as we remarked 
last April, the provincial councils are in many ways far 
more truly representative of the people than the Legis- 
lative Assembly. Apart therefore from mere abuse of 
the co-operating sections in the councils, practically the 
only criticism of the committees elected to work with the 
Commission is that they do not properly represent their 
respective councils. It is worth while spending a little 
time over this point. It is true that the Congress party 
itself has nowhere taken any part in the election of the 
committees, and the same attitude has been adopted by 
allied or sympathetic groups in some of the provincial 
councils. But it must be remembered that the Congress 
party is practically unrepresented in one or two of these 
councils, notably in that of the Punjab, and the Punjab 
Committee is one of the best and most representative of 
the lot. Another very good and representative committee 
is the Madras one. It is true that the Congress party 
is well represented in the Madras Council, but so is its 
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great rival in the south of India, the Justice party, and 
the Justice party threw all its weight on the side of co- 
operation. On the whole, therefore, it can fairly be said 
that the provincial committees are fully representative of 
their councils except that they do not contain any members 
of the Congress party or of certain closely allied bodies. 
A good idea of the extent to which the different committees 
are representative of their parent bodies can be obtained 
by examining the composition of the committee appointed 
at the end of September by the central Legislature to 
form the Indian wing of the Commission. The original 
intention, as set forth in Sir John Simon’s letter of 
February 6 last to the Viceroy, was that this committee 
should be elected by the two Houses of the central Legis- 
lature and might conveniently be seven in number. It 
will be remembered that the Council of State had decided 
in favour of co-operation, while the Legislative Assembly 
had, by a narrow majority, decided against it. Let us 
assume, however, that both Houses had decided to elect 
a committee of seven. It is reasonable to suppose that 
the Council of State would have elected three of the seven 
and the Legislative Assembly four. As the Council of 
State has recently elected three of its members to the 
Committee, these are the three men who would presumably 
have been elected in any case. That leaves the four to 
be chosen by the Legislative Assembly. Of these, the 
Government bloc, assisted by the nominated non-official 
members, the European group, and the centre Moslem 
party, could unquestionably have elected two, leaving two 
to the opposition. As things are, the Viceroy has nominated 
five members from the Legislative Assembly to the Com- 
mittee, and obviously two of these five would have been 
elected had there been an election. The two most promi- 
nent men on the Opposition benches are the leader of the 
Congress party, Pandit Motilal Nehru, and the leader 
of the Nationalist party, Lala Lajpat Rai, and we will 
assume that these two men would have been elected. Thus 
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the only change would have been the inclusion of these two 
gentlemen in the Committee and the exclusion of two 
others. Of course the parties led by Pandit Motilal 
Nehru and Lala Lajpat Rai represent very large and im- 
portant sections of Indian political opinion, and to the 
extent that these sections have found no place in the Com- 
mittee it is unrepresentative. But, as we shall see later, 
their views have been formulated and brought prominently 
to the notice of the Commission, and they are available 
for its use. 

What then does all this mean? It means that all but 
one of the provincial councils, whose political life has been 
vigorous since the reforms, and where many of the most 
important and interesting political developments have 
taken place, have decided that the interests of the people 
they represent will not allow them to refuse to take part 
in the work of the Commission. And the provincial coun- 
cils, with their wider franchise and unquestionably greater 
appeal to the imagination of the mass of the electorate, 
are demonstrably more representative of the people than 
the remoter Legislative Assembly with its higher franchise 
and far larger electoral divisions. Further, as we saw in 
our last article, there has been a definite tendency for many 
of the best and most popular politicians in the provinces 
to enter the provincial councils in preference to the Legis- 
lative Assembly, and it is precisely these men or, at any 
rate, the majority of them, who have decided to reject 
the sterile doctrine of non-co-operation. The course of 
events in the provinces has thus profoundly modified the 
situation which confronted the Commission when it 
arrived in India last February. Boycott in the real sense 
of the word has disappeared, although it is true that non- 
co-operation on the part of most of the leading all-India 
politicians remains. Nevertheless, the co-operation of 
eight out of the nine provincial legislative councils gives 
the Commission not only ample justification for proceeding 
with its work, but also moral support of incalculable value. 
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II. Tue Att-Parties Report 


O much then for the situation as far as co-operation is 

concerned. Most of the “ All-India ” political leaders, 
the organised Opposition in the Legislative Assembly, and 
certain parties and groups in the provincial legislatures 
have refused to work side by side with the Commission, 
but, on the other hand, besides the eight provinces whose 
councils have decided to co-operate, many important 
communities and interests, including the vast majority of 
the great Mahomedan community, are now pledged to 
assist the Commission. 

We are now in a position to discuss developments in 
other directions. In our last article we referred to the 
All-Parties Conference, and gave some account of its com- 
position and the scope of its activities.* Its work which had 
proved infructuous in Delhi was, it will be remembered, 
to be resumed at Bombay last May. The Conference, it 
must be repeated, had a two-fold objective. In the first 
place, it sought to answer the statement, more than once 
repeated, that Indian politicians had hitherto failed to 
make any constructive suggestions for the future govern- 
ment of India, but had confined themselves practically 
entirely to destructive criticism of existing arrangements. 
In the second place, the object of the Conference was to 
achieve unity between Hindus and Moslems in regard to 
certain political differences of fundamental importance. 
The Conference duly re-assembled at Bombay on May 19, 
but a number of the most important people who had 
attended its meetings in Delhi were absent for various 
reasons. Two of the party leaders in the Legislative 
Assembly, Mr. Srinivasa Iyengar of the Congress party, 


* Tue Rounp Taste, No. 71, June 1928, p. 574. 
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and Mr. Jinnah of the Independent party, had left India 
on a visit to Europe. Mr. Gandhi, and the veteran 
Nationalist leader, Pandit Madan Mohan Malaviya, were 
in Bombay but did not attend. The Conference was 
presided over by Dr. Ansari, the President of the All-India 
National Congress last December, who, in reviewing the 
work of the Conference and of two committees which had 
been appointed to report on the separation of Sind from the 
Bombay Presidency and the question of the reservation of 
seats for minorities, admitted that no progress had been 
made since the last meeting in Delhi, and that unless some 
settlement could be reached and a constitution framed on 
its basis with which they could go to the country, they 
might as well shut up shop. At one time it looked likely 
that the Conference would break up in disorder, but Mrs. 
Besant and Pandit Motilal Nehru persuaded the meeting 
to agree to the appointment of a sub-committee, with 
Pandit Motilal Nehru as chairman, and Sir Tej Bahadur 
Sapru as its leading member, to draft a constitution before 
July 1, 1928. ‘This sub-committee did not find it possible 
to issue its report until the middle of August, and in 
practice its membership during its sittings was confined to 
Pandit Motilal Nehru and Sir Tej Bahadur Sapru. Their 
report, when issued, became generally known as the Nehru- 
Sapru report. Its outlines have been widely published in 
England, but it may be useful to recapitulate its main 
points :— 

It recommends Dominion status and lays down that the 
first step towards the transference of political power from 
the people of England to the people of India is the abolition 
of the Secretary of State and his Council. Nervousness 
on the part of the European commercial community over 
this development is deprecated, and it is suggested that 
they should themselves formulate proposals for the safe- 
guarding of their interests, which will receive due con- 
sideration. The legislative power of the Commonwealth 
of India would be vested in a Parliament consisting of the 
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King, a Senate, and a House of Representatives, the Senate 
to consist of 200 members, elected for a term of seven years, 
and the House of Representatives of 500, elected for five 
years. Every person, of either sex, above the age of 21 
years is to have the vote for the House of Representatives. 
The provincial legislative power would be vested in the 
Governor and the local legislative council which would have 
one elected member for every 100,000 of the population. 
Each province is to possess an executive council of five 
Ministers, and a judiciary consisting of a Supreme Court 
and High Courts, the Supreme Courts to be composed of 
a Lord President and other Judges. Expenditure incurred 
on the defence of India is to be submitted to the vote of 
the House of Representatives, and the representation of 
the army in the legislature is to be entrusted to a Minister 
guided by expert advice. A redistribution of the provinces 
on a linguistic basis is suggested. Sind would became a 
separate province, and the North-West Frontier an ordinary 
province. All the newly-formed provinces are to have the 
same form of government as the rest. 

The Committee recommend joint mixed electorates 
throughout India for both the House of Representatives 
and the provincial legislatures. There is to be no reserva- 
tion of seats in the House of Representatives, except for 
Moslems in provinces in which they are in a minority, and 
for non-Moslems in the Frontier Province, such reservation 
to be in strict proportion to the Moslem population in 
every province where they are in a minority, and in propor- 
tion to the non-Moslem population in the Frontier Province. 
The Commonwealth Government would exercise the same 
rights in relation to the Indian States as is exercised by the 
present Government of India. 

It had been intended at first to circulate the report and 
the draft constitution among the various associations 
adhering to the All-Parties Conference, but as time did not 
permit of this, the whole scheme was put up to a meeting 
of the All-Parties Conference which opened at Lucknow on 
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August 28. As might have been expected, public interest 
centred mainly in the provisions relating to the outstanding 
issues between Hindus and Mahomedans, i.e., the question 
of the separation of Sind from Bombay, the question of 
joint or separate communal electorates, and the question 
of the extension of the reforms to the North-West Frontier 
Province. Generally speaking, Hindu opinion is against 
the separation of Sind from Bombay, whilst Mahomedan 
opinion favours it. Again, the bulk of Mahomedan opinion 
undoubtedly favours the retention of communal electorates, 
whilst Hindu opinion generally condemns them. Lastly, 
Mahomedans mostly desire the extension of the reforms in 
some sort to the Frontier Province, whilst Hindu opinion 
regards such a development on the whole with disfavour. 
Before the formal proceedings of the Conference began, a 
good deal of negotiation and argument went on behind the 
scenes over these points, and by August 28 it was already 
certain that no clear-cut resolution embodying the proposals 
of the Nehru-Sapru report would have any chance of 
unanimous acceptance. 

Another subject on which much diversity of opinion 
made itself manifest was that of Dominion status, since a 
section of the delegates, led by Pandit Jawahar Lal Nehru, 
son of Pandit Motilal Nehru, stood for complete indepen- 
dence. This conflict of opinion was fully reflected in the 
actual resolutions. The first was moved by Pandit Madan 
Mohan Malaviya. It claimed for India a form of govern- 
ment which would be responsible to a popularly elected 
legislative body and not have a lower status than a Dominion. 
Owing, however, to the opposition of Pandit Jawahar Lal 
Nehru and his followers the resolution was finally adopted 
in the following form :— 


Without restricting the liberty of action of those political parties, 
whose goal is complete independence, this Conference declares— 
(1) that the form of government to be established in India should 
be responsible, that is to say, a government in which the executive 
should be responsible to a popularly elected legislature possessing 
full and plenary powers, 
104 





The All-Parties Report 


(z) that such form of government shall in no event be lower than 
that of any self-governing Dominion. 


The next motion referred to Sind, and after a long debate the 
following resolution was put and unanimously accepted :— 


Simultaneously with the establishment of government in accor- 
dance with the Nehru Committee report, Sind shall be separated 
from Bombay and constituted a separate province provided that— 

(2) after enquiry it is found (a) that Sind is financially self-support- 
ing, (b) in the event of its being found that it is not financially self- 
supporting, on the scheme of separation being laid before the people 
of Sind in its financial and administrative aspects, that the majority 
of inhabitants favoured the scheme and expressed their readiness to 
bear the financial responsibility of the new arrangement. 

(it) that the form of government in Sind shall be the same as in 
other provinces under the Nehru constitution, and 

(222) that the non-Moslem minority in Sind shall be given the same 
privileges in the matter of representation in the provincial and 
central legislatures as Moslem minorities are given under the Nehru 
Committee report in areas where they are in the minority. 


Finally on August 31, the Conference agreed that the 
reforms should be extended to the North-West Frontier 
Province and Baluchistan, and general electorates accepted 
without any reservation of seats for any community in the 
Punjab, provided that the franchise is based on adult 
suffrage, and further that the question of communal 
representation should be open to reconsideration after a 
period of ten years. 

It will-be noticed that the two resolutions relating to 
Dominion status and the separation of Sind are drawn in 
such wide terms as to be practically useless, and it is clear 
that they represent nothing more than an attempt to 
attain the maximum amount of agreement. Obviously they 
settle nothing. The declarations relating to the electoral 
system and to the extension of the reforms to the frontier 
are more precise, but it is not easy to understand what was 
the real measure of consent which they obtained in the 
Conference, for immediately after it dispersed some of 
the leading Mahomedan delegates, including Maulana 
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leader, announced their disagreement with the declaration 
about the electorates, Shaukat Ali in particular standing for 
a reservation of seats as a condition of the acceptance of 
joint electorates even in provinces where Mahomedans 
were in a majority. Since the Conference dissatisfaction 
with the recommendations of the Nehru-Sapru report on the 
subject of the electorate, the separation of Sind, and the 
extension of the reforms to the Frontier, has become more 
and more vocal, both in the Indian press and at meetings 
of communal organisations in different parts of the country. 
It is worth noting that the Mahomedan delegates to the 
Conference were mostly drawn from the ranks of the old 
Khilafatists, who represent a very small minority of the 
community, and that, apart from these, the only other Maho- 
medans present, were a few leading Liberals of the old type, 
like Sir Ali Imam, who follow Sir Tej Bahadur Sapru. In 
fact, the Lucknow Conference did not bear out the hopes 
of its promoters that the Nehru-Sapru report would be 
unanimously accepted by the different interests repre- 
sented at it. It did, however, show the promoters the weak 
spots in the report and it emphasised the desirability, from 
their point of view, of intensive propaganda to popularise 
it. We shall, however, shortly see that some of the oppo- 
sition is of a kind actually to gain strength from such 
propaganda. 

The Nehru-Sapru report is, after the Commission, the 
most important thing in Indian politics to-day, and it 
derives its importance partly from the amount of support 
which it receives, and partly from the amount of opposition 
which it has encountered. It is unnecessary either to 
exaggerate or to minimise its significance. As we have 
seen and shall see again later on, it is far from being the 
demand of a united India. It is, in fact, the maximum 
amount of agreement which can at present be reached 
between certain sections of opinion which are themselves 
by no means fully representative of all India. The safest 
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thing to say perhaps is that it represents what all except 
the most extreme section of progressive Indian opinion 
accepts as the goal to be attained in a‘not too distant future, 
but in the meantime important communities and interests, 
and first and foremost the Mahomedan community, are 
not prepared to accept some of its fundamental provisions 
without very substantial modifications. 

The publication of the Donoughmore Report* excited 
considerable interest in this country and would have 
excited more but for the preoccupation of its public men 
with the Commission and the All-Parties Conference. The 
report, however, and its possible bearing on our future 
political development have been very closely studied. Its 
novel features are, it is clear, unlikely to find much favour 
in India, and its scheme of government has been character- 
ised by the authors of the Nehru-Sapru report as not respon- 
sible government at all. But the part which deals with 
communal representation has been prominently stressed 
in newspaper and other forms of discussion, and it will 
undoubtedly be used as an argument by those who favour 
joint electorates. 


III. Tue Autumn Session AND AFTER 


MMEDIATELY after the Lucknow Conference, the 
A autumn session of the Indian legislature began at Simla 
1n a somewhat tense atmosphere. Most of the Mahomedan 
members had come up openly prepared to oppose any 
attempt to give the imprimatur of the Assembly to the 
Nehru-Sapru report, and some of the Government business 
for the session was of a highly contentious kind. In par- 
ticular, it was known that a Bill entitled “‘' The Public 
Safety (Removal from India) Bill” was certain to arouse 
strong opposition from the Congress and Nationalist 


* Report of the Special Commission, on the ConstitutionofCeylon (cmd. 3131). 
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parties. The Bill proposed to empower the Governor- 
General in Council to remove from India communist 
agents other than subjects of British India or the Indian 
States, whose activities were such as to constitute a menace 
to the safety of the country. Another Bill regarded as 
likely to lead to a stiff fight between the Government and 
the Opposition was the Trade Disputes Bill. Lastly, the 
Foreign Secretary, Sir Denys Bray, was to move a Bill to 
amend the Indian Penal Code and to afford a much needed 
safeguard in cases where statements, particularly those in 
newspapers, tended to promote unfriendly relations between 
India and foreign countries. It is not easy to say why any 
of these Bills should have been regarded as anathema by the 
Congress and Nationalist parties, since their bearing on the 
safety and good order of this country is obvious and none 
of them proposed to restrict the liberty of any Indian 
subject. Perhaps the chief reason was the crushing disap- 
pointment of the hopes built up on the boycott movement, 
which had renewed and stimulated the old Swaraj party’s 
policy of trying to “ wreck the reforms from within,” and 
brought every Government measure under the ban. It 
should be noted that the Congress and Nationalist 
parties are now to all intents and purposes a single Opposi- 
tion party in-the Legislative Assembly. Certainly they 
acted together throughout the session, and will probably 
continue so to act in almost complete unison for the rest 
of the life of the present legislature. 

Of the events of the session there is no need to speak here, 
since they were practically all of them incidents in the long- 
drawn-out struggle over the Public Safety Bill. Aided by 
a number of Mr. Jinnah’s Independent party, the Home 
Member won the first big division on this Bill. The 
Opposition pressed that it should be circulated and opinions 
elicited upon it, but the Government supported an 
amendment, moved by Sir Hari Singh Gour, to refer it to a 
Select Committee and the motion for circulation was de- 
feated by four votes in a House which was unusually large 
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for an autumn session in Simla. Some days later, however, 
after the Bill had come back with various modifications from 
the Select Committee, the motion that the Bill, as reported 
by the Committee, be taken into consideration, resulted in 
a tie of 61 votes all, and the President’s casting vote put 
the “ Noes ” in a majority of one. The Bill has therefore 
been dropped, for the present at any rate. But the voting 
on it by no means represented the real opinions of members, 
and speeches from both sides of the House showed un- 
mistakably that the danger from communist agents is 
realised and is causing considerable uneasiness. In the ranks 
of the Congress and Nationalist parties there are a number 
of wealthy land-owners, important capitalists and business 
men, and it can hardly be doubted that these men were 
voting against their convictions under extreme pressure 
from the party whips. The Government would, anyhow, 
have won this critical division had it not been for the 
inexplicable behaviour of two members of the European 
group who failed to turn up for the division, although they 
were in Simla. 

There is another matter which calls for mention, the 
misunderstanding which arose between the Chair and the 
Government benches. Two European newspaper cor- 
respondents had criticised some of the actions of the Chair 
and one of them had accused it of partiality in a certain 
ruling. Unfortunately, the representative of an Anglo- 
Indian newspaper published an article in which he accused 
officials of the Government of India of carrying on propa- 
ganda against the Chair, and Pandit Motilal Nehru, leader 
of the Congress party, drew the attention of the Chair to 
this allegation. The result was that for a day or two, 
relations between the Chair and the Government benches 
were decidedly strained, but the Home Member, Mr. 
Crerar, was able to assure the House that no government 
official had taken or would take any part in propaganda 
against the Chair, and, secondly, that the Chair enjoyed 
the Government’s confidence and could rely on it for 


109 





The Return of the Commission to India 


support. This statement was well received by all parties 
in the House, as well as by the press, and the end of the 
session saw the old cordial relations between the Chair 
and the Government benches completely restored. 

It may be said with justice that this particular session 
was more important on account of the motions which were 
not moved than on account of those which were. Normally, 
such important events as the publication of the Nehru- 
Sapru report, and the meeting of the All-Parties Conference 
at Lucknow, would have led to the introduction of a reso- 
lution that the recommendations contained in the report 
should be adopted forthwith and a round table conference 
summoned to decide when and how they should be put 
into operation. No such resolution was moved and, indeed, 
Pandit Motilal Nehru who has been given the position of 
leader of the whole Opposition is reported to have issued 
specific orders that it should not be moved. ‘The reason 
was obvious ; probably not more than three Mahomedans 
in the whole House would have voted for it and it must 
inevitably have been lost by a large majority. This would, 
of course, have been, from the Opposition point of view, a 
political disaster, and Pandit Motilal Nehru, like a wise 
general, did not lead his forces into a hopeless battle. One 
resolution which would normally have been welcomed by 
the whole Opposition as an opportunity for a full-dress 
debate and the infliction of a defeat on the Government 
was tabled by a member of the Nationalist party. It 
recommended the withdrawal of British troops from India, 
and their replacement as early as possible by Indians. Here 
again it became known that there would be considerable 
opposition and that it would be their opponents and not the 
Government who would suffer defeat. So a debate on a 
resolution of comparatively minor importance, which came 
earlier on the paper, was prolonged in order to make it 
impossible for the army resolution to be taken up. 

Throughout the session, opposition to the Nehru- 
Sapru report, particularly by the Moslems, was strongly in 
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evidence and was undoubtedly growing both in volume and 
in vigour. Among other things a statement was issued by 
a number of Mahomedan members drawn from all parties 
repudiating some of the fundamental provisions of the report 
on behalf of their communities. Moreover, dissension 
had been growing in the ranks of the Congress party 
itself since its deputy leader, Mr. Srinivasa Iyengar, 
definitely declared himself in favour of complete indepen- 
dence with the support of some of his colleagues. He and 
Pandit Motilal Nehru have for some time been rivals for 
the post of chief leader of the party, and it is possible that 
a difference of opinion on such a vital principle will lead to 
important developments. Yet again, important sections 
of the great Sikh community in the Punjab are decidedly 
restive owing to the report making no provision for the 
reservation of seats for the Sikhs and, as far as can be seen, 
this restiveness is on the increase and may lead to some of 
the leading spokesmen of the community formally declar- 
ing their dissatisfaction with the report. All these things 
have given its signatories material for serious thought, and 
they are now concentrating their attention on launching a 
vigorous and comprehensive campaign of propaganda in its 
favour. This campaign was, in fact, inaugurated a day or 
two ago at a meeting in Madras, but a close study of what 
happened at it and of the newspaper comments shows that 
the campaign may have very different results to those which 
its promoters desire. For the meeting has decidedly 
accentuated the differences between those who stand for 
Dominion status, and those who stand for complete inde- 
pendence, and it is certain that the extension of the cam- 
paign into the Punjab, Bengal, the United Provinces, and 
Sind will rouse communal animosities with results similar 
to those which have become so painfully familiar to us 
during the past few years. After a period of quiescence, 
inter-communal rioting has again begun and in the last 
three or four weeks there have been a number of affrays, in 
one of which the casualties amounted to a little over 200. 
III 
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Intensive propaganda in favour of the Nehru-Sapru report, 
in view of the bitter antagonism of the great majority of 
the Mahomedan spokesmen, will be like taking a torch into 
a powder magazine. It can hardly be doubted that if the 
explosion occurs, the report will perish. 


India. 
October 9, 1928. 





INDUSTRIAL MISGIVINGS 


I. Seven Lean Years 


O recur once again to the industrial situation hardly 

demands an apology. During the last seven dark 
years it is a theme which has claimed many pages in this 
Review,* as indeed its overwhelming importance for Great 
Britain and for the Empire at large required. Unless and 
until some plain turning towards prosperity is discernible, 
no one who cares about the future of either can readily 
divert his thoughts to more pleasing subjects. It is all the 
more difficult to do so with the country on the brink of a 
general election, which must largely revolve round our 
economic troubles and which will fill every newspaper and 
meeting-hall in the kingdom with an intolerable medley 
of garbled figures, half-truths, and good round lies, by the 
light of which the bewildered elector is supposed to choose 
the men who are to save the commonwealth. 

First, what are the facts, or rather the new facts? For 
the moment we may leave aside the old facts which we 
have known so long that they have almost acquired a sort 
of respectability. The really salient new fact is that 
despite all expectations to the contrary, 1928 has proved 
far worse than 1927. The early months of the year appeared 
to point to the long deferred revival at last. There were 
some grounds for believing it—at least better grounds than 


* Tue Rounp Taste, No. 60, September, 1925, p. 692; No. 64, Sep- 
tember, 1926, p. 690; and No. 66, March, 1927, pp. 262-266. 
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had been previously offered. The coal strike was quickly 
receding into the past. Its dislocating effects on industry 
had been steadily subsiding over eighteen months. The 
coal trade itself, having cut wages heavily and increased 
hours considerably, was surely going to reap all the benefits 
from those operations, which the coal-owners had so confi- 
dently predicted. And with cheaper coal would come 
cheaper iron and cheaper steel. The blast-furnaces would 
roar again, and with two of our basic trades re-established 
the blood of industry would at last begin to quicken once 
more. Moreover, some of the old facts no longer seemed to 
possess their old terrors. Even if we had restored the 
pound to its pride of place a little precipitately, that was 
after all three years ago. The consequent adjustments of 
prices and wages might reasonably be supposed to have 
come about. Then again, our position in the foreign 
markets had been undeniably improved by the stabilisation 
of every foreign currency of importance. Exchange 
gambling and exchange dumping, to which so many of the 
troubles of our export trades had been ascribed, no longer 
disturbed the flow of international commerce. Although 
our trade balance for the past year had appeared to the 
uninitiated to be uncomfortably adverse, we were agreeably 
consoled by Sir Philip Cunliffe-Lister and Mr. A. M. 
Samuel’s assurances that the best official computations 
indicated a substantial, though invisible, profit. In fact, 
many things seemed to point to a gradual improvement 
during 1928—and yet it has turned out to be distinctly 
worse than its predecessor. 

This unpleasant fact, though foreseen by industrialists 
of longer vision, came home as a shock to the public 
mind. In the first place, it has become painfully evident 
from the unemployment figures. At the moment 
of writing, there are nearly 300,000 more men and women 
out of work than there were twelve months ago. In April 
and May the curve turned sharply upward ; by July, when 
industrial activity is usually at its height, it had actually 
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exceeded the mean rate for the years 1922-1927.* On 
August 28 there were 1,367,000 insured workpeople idle, 
as against 1,076,000 at the same period in 1927, I1°7 per 
cent. of the total as against 93 per cent. A further 
examination of these disturbing statistics indicates that it 
is not only the hard-hit staple industries which have been 
overtaken by this new depression, but in some degree 
almost every important trade group in the country. This 
may be quickly seen by the following table :— 


Percentage of Insured Persons Unemployed in Great Britain and 
Northern Ireland. 


Increase 
August, August, or 

1928. 1927. Decrease. 
Coal Mining .. es .. a 20°4 
Iron and Steel .. = a 18°3 
Cotton .. - a <« 5 aie 10°0 
Wool .. ics <e + ee 9°4 
Shipbuilding .. is ‘is. ae 22°5 
Engineering .. a . <7 gl 
Boots and Shoes a . 2 13°2 
Building “7 is a<: i ne 7°3 
Bricks .. i. Ka <a 5°4 
Pottery .. ec Sf — 15°7 
Chemicals ae a es 64 61 
Tin Plate and Steel Sheets .. 57 21°6 


There is nothing comforting to be read into these figures. 
If they had been the figures for December or January, when 
building and other seasonal activities are at their lowest 
ebb, they would have been bad enough, but relating as 
they do to August, they are profoundly disquieting. One 
wonders what indeed will be the state of things in mid- 
winter if the decline continuest. One wonders, too, what 


* Omitting 1926 as abnormal. See Ministry of Labour Gazette, Sep- 
tember, 1928, p. 327. 

} The September figures published after this article had been written 
do not show any sign of real improvement. The total number of insured 
unemployed at the end of the month was 1,355,000, or 12,000 less than in 
August, but this only represents a drop of 0-2 per cent. in the index figure, 
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will be the effect on the unemployment fund. By now it 
has been generally forgotten that the foundation upon 
which Mr. Churchill constructed his costly pension scheme 
was the expectation of a steady diminution of the State’s 
liability in respect of unemployment. It is, therefore, far 
from reassuring from the taxpayers’ standpoint to find 
that, whereas in August, 1927, outstanding Treasury 
advances stood at {22,920,000, they had risen by August 
of this year to £26,560,000. Still less reassuring is the 
fact that, whereas in the same month a year ago the con- 
tributions received exceeded the benefits paid by £450,000 
and the fund as a whole was very nearly paying its way, in 
August of this year there was an adverse balance of 
£635,000 between contributions and benefits, and a deficit 
of {1,125,000 on the whole month’s working.* 

Do these unpleasant figures admit of any attenuation or 
explanation ?' Is it not possible that by themselves they 
present an unduly sombre picture ? May they not, for in- 
stance, be partly or even largely due to that salutary but 
painful process now known as “rationalisation?” It is 
generally admitted that the necessary reorganisation and 
concentration of the older and less efficient industries, 
notably coal-mining, iron and steel, and cotton, must, 
when it occurs, reduce for a time the number of persons 
employed. But even if the closing of uneconomic pits or 
works, the scrapping of old machinery and its replacement 
by modern plant operated by fewer pairs of hands create 
some unemployment, it should be largely compensated 
even in the early stages by more full-time work, so that 
the general aggregate of employment is not seriously 
diminished, and as German experience shows, employment 
is ultimately increased in proportion, as the results of 


which is still 11°5 per cent. There has been some improvement in pottery, 
iron and steel, coal-mining, cotton, and boots and shoes, but a corresponding 
deterioration in shipping, tin plates, wool textiles, building and brick- 
making. 


* Ministry of Labour Gazette, September, 1928, p. 334. 
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greater efficiency make themselves felt. Moreover, even if 
this element is to some extent in operation, the pro- 
duction figures available for the larger industries do 
not suggest that much weight can be attached to it as 
a cause of unemployment. The output of coal, for 
instance, was about 9°2 per cent. smaller in August, 
1928, than in August, 1927 (16,199,000 tons as against 
17,851,000), and an almost precisely equivalent reduc- 
tion is shown of the number of wage-earners on the 
colliery books. ‘The production of steel ingots and castings 
was, indeed, slightly larger, although the number of 
workers showed a substantial falling off. On the other 
hand, the amount of pig-iron produced declined by nearly 
13°0 per cent., while the decrease in employment was only 
5°2 per cent. It is, however, interesting to note in passing 
the remarkable contrast presented by the tin plate and 
steel sheet section to the rest of the industry. Instead of 
the uniform and uninspiring decline observable elsewhere, 
unemployment had been reduced to almost insignificant 
proportions as compared with the previous year; there 
were 63 more mills in operation and an increase of exports. 
It may not be irrelevant to remark that, since the slump 
set in in 1921, this trade has made persistent efforts to 
organise itself in order to recover its business, and that 
instead of each manufacturer fighting for his own hand 
against everybody else, including his next-door neighbour, 
a general policy of price-fixing and regulation of output has 
been pursued. Although competition from the United 
States and Germany has destroyed what was almost a 
South Wales monopoly, a great deal of lost ground has 
been regained by these means, especially in Canada and 
Australia, and the export figures for this year will in all 
probability substantially surpass those of the pre-war 
period.* By the same token it may be noted that the 
chemical industry, which again follows a single policy, 

* See Committee on Industry and Trade. Survey of Metal Industries, 
PP- 34°35, 65-67. 
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being controlled by a single group, has not suffered 
materially from the 1928 depression. These two cases 
certainly do not prove that rationalisation decreases 
employment, but rather the reverse. At present there 
does not seem to be any trustworthy evidence that the 
recent growth of unemployment is due in any appreciable 
degree to that process. In other words, we must take the 
figures pretty much at their face value, however unpalatable 
such a conclusion may be. 

Unfortunately, too, it is reinforced by the statistics for 
overseas trade. In September there was a drop of £13°7 
million in our imports as compared with the same month 
in 1927—about 13°5 per cent.—all the more significant 
because it is almost wholly accounted for by raw materials 
(£5°8 million) and food, drink and tobacco (£7°7 million), 
and hardly at all by manufactured goods. Such declines 
usually foretell a corresponding decline in manufacturing 
activity during the subsequent weeks. As regards exports, 
there is a similar drop of £4 million, mainly in respect of 
manufactured articles. If the comparison is made with 
the previous month, the falling off both of imports and 
exports is even more marked, clearly the consequence of 
the slowing down shown by the unemployment figures of 
July and August. A good deal of other evidence indicating 
a serious depression could be quoted, such as that railway 
receipts are diminishing, or that the exportation of coal 
was smaller in the first nine months of this year than in 
1927, or even in 1925 before the strike, or that the average 
loss per ton for the second quarter was Is. $d., a figure 
higher than any reached last year, or that there were only 
130 furnaces out of 424 in blast last August as against 165 
in August, 1927. But it is hardly necessary to go into 
further detail. The facts already cited are unhappily more 
than sufficient to demonstrate that, although the mining 
dispute can no longer be rendered responsible for. the 
present state of affairs, nor the depreciation of foreign 
currencies, nor apparently the stabilisation of our own, yet 
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we have not emerged from the slough of despond. Despite 
the elimination of most of the abnormal factors in the post- 
war economic situation, we have not succeeded in “ re- 
turning to normalcy.” 


II. Tue Centrat Prositem 


HE truth is slowly being borne in on the country 

that we shall never regain “ normalcy” in the pre- 
war sense. Conditions have undergone a profound change 
to our disadvantage. ‘The hope of getting back to our old 
position is a dangerous illusion which has diverted much of 
our effort into wrong channels. It has fostered the belief 
that we have only got to tighten our belts and wait long 
enough for things to come right in the natural order of 
events. Instead of realising that we have got to adapt 
ourselves to the circumstances of a new age, many of us 
have been fondly imagining that by the time-honoured 
methods of reducing wages and cutting down expenses 
industry would some day get back to its previous prosperity 
on its old basis without any radical measures of transfor- 
mation or reorganisation. 

The Report of the Industrial Transference Board* is 
the first official document which has faced some of the facts 
courageously and dispassionately. The moral which they 
draw is that “‘in many of the districts concerned the idea 
of a cyclical or transient depression must now be recognised 
quite unflinchingly as no longer tenable.” ‘They estimate 
that it would be unwise to take any figure lower than 
200,000 as representing the permanent “surplus ” of the 
coal industry, that is to say, as the number of miners who 
can never again look fot regular employment in their trade. 
Again, in shipbuilding, iron and steel, and heavy engineering, 
they find a similar “surplus ”—a soothing word for so 
grim a fact—of at least 100,000, and they look to “a 


* Cmd. 3156, July, 1928. 
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permanent contraction of their personnel” for some 
sections of the textile industry. 

In proposing remedies for this critical situation, the 
Board naturally felt themselves debarred from considering 
the wider and deeper questions of national policy, which 
cannot be ignored if it is to be treated thoroughly—and 
nothing but very thorough treatment can offer any real 
prospect of success. They made no attempt, therefore, to 
deal with reorganisation or tariffs or subsidies as medicines 
for these particular industries, still less with the broader 
issues of financial and commercial policy, which the country 
will certainly be called upon to confront in the near future. 
They assumed the existence of this crushing “ surplus ” 
of labour as a fact, and confined themselves to proposing 
methods of reducing it by stimulating emigration to the 
Dominions, by appealing to employers, and by distributing 
more evenly over the country the great mass of unemployed 
which must still inevitably remain. 

The first of these measures is no doubt sound and 
necessary. It should be easily possible to double the present 
trickle of emigration to the Dominions with great advan- 
tage both to us and to them. The multiplication of 
restrictions and red tape by the Dominion authorities has 
no doubt been partly responsible for the arrested flow of 
settlers since the war. The Transference Board, however, 
were evidently of the opinion that a far heavier load of 
responsibility lay with the shipping companies than with 
the Dominions. They found that there were a large 
number of excellent migrants, especially families, who 
were anxious to take their chance overseas, but completely 
prevented from doing so by prohibitive steamer fares. 
Neither of these hindrances is insuperable. The first can, 
and no doubt will, be removed by friendly negotiation. 
There are various ways of overcoming the second. Some 
would no doubt be very profitable to the shipping com- 
panies ; there are others which might be equally effective 
without dipping so deeply into the public pocket. It is 
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rather astonishing that so little energy has been displayed 


hitherto in either direction. 

But even the most vigorous emigration policy is no more 
than a very partial solution of our industrial problem. 
Even if it succeeded in doubling the present flow, the 
number of migrants to the Dominions would only reach 
300,000 a year, about the figure for 1913, when our popu- 
lation was substantially smaller. Nor can the other 
methods proposed by the Board contribute much towards 
the solution. Employers with the best will in the world 
cannot make employment where there is none. The 
unemployment statistics show clearly enough that the 
Prime Minister’s appeal has been entirely ineffective. To 
break up the “ frozen ” masses of unemployed in the stricken 
areas is obviously desirable, even if they find work at the 
expense of others now occupied. It is better for men to 
obtain occasional work than to undergo the gnawing 
demoralisation of chronic idleness. But to reduce the 
average duration of unemployment is not to reduce its 
amount. That can only be done by increasing the 
demand for labour, which no redistribution of the available 
surplus can bring about. 

This, then, is the central problem facing the country 
to-day. Unless our whole industrial structure, and with 
it our economic strength and ultimately our political power 
in the world, are to be gravely imperilled, some means 
must be found of stimulating the demand for labour. 
Already the counsels of pessimism are beginning to make 
themselves heard. The Transference Board does not 
think that much reliance can be placed on internal measures 
taken by the heavy industries themselves as a means of 
increasing employment. A very competent foreign ob- 
server, who happens to be particularly well informed about 
British economic affairs, does not hesitate to declare that 
the days of our industrial greatness are over.* The 

“The Passing of England’s Economic Hegemony, by André Siegfried. 
(Foreign Affairs, July, 1928.) 
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reasons which lead him to this unequivocal conclusion are 
not negligible. The question is whether this country is 
capable of proving that they are not decisive. It is probably 
true, as he says, that our economic system still rests 
on a nineteenth century basis. Is it impossible to recon- 
struct it on a twentieth century basis? Is he right in 
stating that the country is in financial, but no longer in 
economic equilibrium? With the supremacy of coal 
threatened by oil and water ; with manufacturing industry 
with the latest plant and machinery developing rapidly 
behind tariff walls, not only in our old rivals, Germany and 
the United States, but also in most European countries, in 
the continent of Asia, and even in our own Dominions, 
where before the war it was insignificant; with taxa- 
tioh imposing an oppressive burden, our competitive 
power in the world’s markets is seriously diminished. 
In M. Siegfried’s view, that power was largely de- 
tived in the last century from a fortuitous chain of 
causes which is now broken. He propounds the question 
whether “ the mad industrialisation of nineteenth century 


England, which seemed normal and final, may not have been 


merely a transitory phase of British evolution,” and he is 


disposed to answer in the affirmative. He suggests that 
we thust seek a new equilibrium, which will mean reduced 
production and employment, because our manufactures 
can no longer find their outlets abroad, reduced population 
through emigration and birth control, because the country 
can no longer find work and food for its people, increasing 
reliance on our immense foreign and colonial investments 
to provide the income with which an attenuated Great 
Britain will purchase its bread and butter. He does not 
think that we shall get very rich under this new economic 
dispensation, but we may at least draw some comfort 
from his belief that we shall not “ go to smash.” 

This is certainly not a cheering picture, but it would be 
much less depressing if it were palpably fantastic. No one 
can honestly deny that our present industrial and commer- 
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cial position lends it an unpleasant air of verisimilitude. 
What are we going to do about it? As yet we have done 
very little. The policy followed has been to leave each 
industry to struggle with its own problems in its own way. 
The State has either ignored them in the name of the 
principle of individualism, which we inherited from our 
happier and more prosperous grandfathers, or when it has 
departed from that principle has intervened spasmodically 
and capriciously in response to considerations of momentary 
opportunism. At one moment it granted large and 
unconditional subsidies to the coal industry; then they 
were clumsily withdrawn. Most of the recommendations 
of the Royal Commission were passed over, and the whole 
industrial machine was thrown out of gear by a disastrous 
and futile dispute ; now two years later the mining industry 
is to be subsidised once more, though in a more legitimate 
manner in the shape of artificially reduced railway rates. 
There has since the war been no sustained constructive 
effort to promote emigration on an adequate scale. The 
State has imposed protective duties, taken them off again 
and restored them once more. It has “ safeguarded ” 
such vital industries as gloves, lace, and watches, and is now 
even proposing to protect dicyandiamide, but nobody 
supposes that such trifling measures can seriously revive 
our prosperity. If the way of salvation lay in tariffs at 
all, about which there is widespread scepticism, it could 
only be found in a general tariff scientifically conceived, 
not in the interest of one industry at a time, but in relation 
to our whole industrial structure. Happily private enter- 
prise has stepped in to promote closer co-operation between 
employers and workmen, without which no real reconstruc- 
tion is possible. The State has done nothing to stimu- 
late the study or application of those scientific methods 
of organisation and management which have unquestion- 
ably enhanced the efficiency of Germany and America. 
Only mildly in the furthering of electrification and more 
decisively in the field of taxation through the present 
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rating proposals has the Government—not this Govern- 
ment, but any Government since the slump began in 1921 
—shown energy, imagination, and courage. 

We have, in fact, no coherent policy. The country 
has never been given a resolute lead in its efforts to- 
wards finding its new equilibrium. It is not impossible 
to find a more stable and satisfactory equilibrium than M. 
Siegfried depicts for us, but it can only be found by an 
attempt to think out our whole economic problem afresh. 
There is nothing chronic or incurable about the present 
situation ; it can be remedied, once its true causes are 
recognised. The solution must, of course, be mainly in 
the hands of industrialists themselves, but there is much 
that the Government could do under wise leadership to 
stimulate the reforming processes and to lend its aid more 
freely where it could really assist. As the problems of 
government become more and more economic, and as 
industry is organised on a larger and larger scale, it is 
inevitable that the State should have to modify its attitude 
towards industry, not in the direction of control or restric- 
tion, but in the direction of stimulation and coordination of 
effort. We must be prepared to discard in advance precon- 
ceived notions of socialism or individualism. This old 
nineteenth century antithesis has long lost its meaning. 
Everyone now knows that unlimited State action and un- 
limited private enterprise are alike inconceivable in the 
modern world. The Labour party does not preach the first 
any more than the Conservative party practices the second. 
But largely because the problem of their mutual adjust- 
ment has been obscured by political shibboleths, no real 
effort has been made to review it in the light of post-war 
conditions. The question of the direction that the effort 
should take must, however, be reserved for discussion in a 
future article. 





AFRIKANDER CULTURE AND 
POLITICS 


(From an Afrikander Pen.) 


“ You think you have beaten the Dutch! But it is not 
so. The Dutch are not beaten ; what is beaten is Krugerism. 
... No! The Dutch are as vigorous and unconquered to-day 
as they have ever been; the country is still as much theirs 
as it 1s yours, and you will have to live and work with them 
hereafter as in the past.” 


(Rhodes at Cape Town, October, 1900) 


“ Tolerance 1s not enough. There is something further 
required—understanding and an effort to reach an equal 


relationship.” 


(A. E. Zimmern: Lecture on “ The Empire and 
Nationality.”’) 


Afrikander Misgivings 

URING the last year it has been repeatedly said that, 

now that the status and flag questions have been settled, 
South African parties have ceased to differ upon funda- 
mentals and the political development of the country can 
proceed upon approved lines without the alarms and ani- 
mosities to which the previous divisions gave rise. Prominent 
politicians in all three parties have even spoken of a 
“ re-alignment ” of parties—the new principle of division 
to be preferably economic—though it is now certain that 
the old parties will continue in existence for some time 
yet, at any rate until the next election, which is due to. 
take place towards the end of next year. 
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The fact remains that a ripple of goodwill towards fellow 
South Africans and the Commonwealth has been passing 
over the country, which, though not so pronounced as the 
wave of toenadering that swept over it at union, is yet in 
many respects comparable to it. The moment is, therefore, 
opportune to consider in how far the present subsidence of 
racial animosities can be expected to last and to continue 
to their complete extinction in the near future. For it is 
the racial issue which has so far been the real crux of South 
African politics, which has given the so-called “ funda- 
mentals ” just “ settled ” their importance as planks in the 
party platform. It was the late General Botha’s aim to 
“ conciliate ” English South Africans to reassure them on 
the subject of Afrikander political ascendancy, continuing 
after union a policy which had proved necessary in the 
Transvaal. There is no denying the results achieved by 
Botha—but, in course of time he and his successor, General 
Smuts, lost the support of the majority of their own people. 
It then became evident that there were two sections to 
be conciliated, and that the Afrikander, if he felt the 
future of his culture uncertain, would turn round and 
question the whole dispensation under which he lived, 
including the position of South Africa as a member of the 
British Commonwealth. 


The Growth of the Afrikaans Movement 

What is this Afrikander culture ? Why did the Afri- 
kander feel its future precarious in the years that followed 
union ? Under what circumstances may we expect that the 
cultural issue will cease dominating South African politics ? 

To answer the first two of these questions it is necessary 
to cast a glance backward into history. 

The language of the Afrikander to-day, the language 
that he speaks as well as writes, is Afrikaans. Now Afrikaans, 
which had acquired all its salient characteristics by 1750, 
is as a written language a comparatively recent creation. 
No Afrikander before the year 1870 would have dreamt of 
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committing his thoughts to paper in Afrikaans. If he 
wrote at all, he wrote either in Dutch (the language of 
Holland), often a very ungrammatical or at least unidio- 
matic Dutch, or otherwise in English (for in 1870, as again 
in 1895 most of the Afrikanders of the Cape Colony whom 
the schools could reach had become pretty thoroughly 
anglicised). But it was felt by the leaders of the so-called 
“ first Afrikaans movement,” which originated in the Cape 
Colony in the ’seventies, that the Dutch of Holland had 
no chance whatsoever of surviving in South Africa, for 
it had become a foreign language to the Afrikander. The 
spread of the movement was due to two events which 
stirred the Afrikander consciousness: the British annexa- 
tion of Griqualand West (the dry diamond diggings) and 
the extinction of the South African Republic which resulted 
in the Transvaal war of independence. These events, 
with the rapid improvement in communications that 
followed the diamond and gold discoveries, brought into 
being for the first time an important Afrikander national 
spirit transcending formal State allegiances. The men of the 
first Afrikaans movement played an important part in 
fostering this spirit, though their work, considered from 
a literary point of view, is for the most part valueless on 
account of its crudity. Hence, they deserved to a certain 
extent the opprobrium cast on them by the “ Dutch” 
party which had meanwhile organised its energies in the 
Taalbond, and by the Dutch churches of South Africa. 
But the two parties were, nevertheless, working with the 
same general end in view—the survival of Dutch, whether 
in its Netherlandish or Afrikaans form, in South Africa. 
In the event, it was the “ Dutch ” (Netherlandish) party, 
which at the outset had seemed so much the stronger, 
that was beaten in argument all along the line, and was 
compelled to throw up the sponge and admit that the 
survival value of Afrikaans in this country was greater than 
that of the Dutch of Holland. 

That consummation came with surprising rapidity as a 
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result of the Anglo-Boer War. It took some time for 
Afrikanderdom to recover from the shock of defeat, and 
for a time Lord Milner might harbour hopes for the 
success of his anglicising policy. The first Afrikaans 
movement had lost much of the élan with which it had 
started, when its leader, the Reverend S. J. du Toit, con- | 
tinued his political association with Rhodes after the 
Raid. But in 1905 signs of a revival began to appear | 
among the Afrikanders. This Afrikaans renaissance, which | 
is known as the “second Afrikaans movement,” was a much 
more important phenomenon than the first. It could not 
but be so, since the shocks which had produced the first 
movement were not comparable to the cataclysm (from | 
the Afrikander point of view) out of which the second was 
born. Two powerful associations arose, one in the North 
and one in the South, to champion the interests of Afri- 
kaans. At the outset these associations were content to 
help to get Dutch firmly established as an official language 
in the State and its schools, for they recognised that the 
rights enjoyed by Dutch must ultimately fall to Afrikaans. 
Hence the famous Article 137 of our Constitution estab- 
lished Dutch and not Afrikaans alongside of English. After 
union the various citadels of Dutch fell rapidly before the 
onslaught of the men of the second Afrikaans movement. 
So complete has been their triumph that the medium of 
the Afrikander press is now almost exclusively Afrikaans ; 
that in the schools Dutch medium to-day means Afrikaans 
medium ; that even in the Dutch churches, those strong- 
holds of conservatism, Afrikaans may be used alongside 
of Dutch, and an Afrikaans translation of the Bible is well 
on the way to completion. A large standard Afrikaans 
dictionary is also in process of compilation. And, 
finally, to quote the Union Year Book, “in May, 1925, it 
was resolved at a joint sitting of both Houses of Parlia- 
ment to amend the language clause of the Act of Union 
in such a manner as to recognise Afrikaans everywhere 
and for all purposes as one of the official languages of the 
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Union.” And here it may be remarked, by way of paren- 
thesis, that from the point of view of English-speaking 
South Africans the important thing about this substitution 
of Afrikaans for Dutch is that it has made it much more 
practicable for them to acquire South Africa’s other lan- 
guage than it was in the past. For Afrikaans has two advan- 
tages over Dutch: it is a simple language, eschewing the 
complicated inflections and conjugations of Dutch, and 
it is what Dutch never was in South Africa, a living lan- 
guage, actually spoken as their mother tongue by over 
fifty per cent. of its white inhabitants. 


The Literary Aspect 


But the “establishment ” of Afrikaans as an official 
language is only one of the achievements of the second 
Afrikaans movement. The movement had besides an 
important literary aspect. It is now possible to speak of 
an Afrikaans literature, though that literature is still 
in its infancy. There are some who speak and write as 
though Afrikaans writers had succeeded in expressing 


only the more homely side of experience. That is true 
enough of the writers of the first movement, who remind 
many people of Burns—they themselves admired and 
imitated him—though they were utterly devoid of Burns’s 
artistry. And, no doubt, even since 1905, there have been 
some who have carried on the Burns tradition: among 
the poets some have written lyrics, amorous and other, of a 
simple, even homely, nature; among the prose writers 
some have set themselves to tell their people about the 
wisdom they gleaned and the humour—preferably broad 
—they met with on their way through the world. But 
the influence revealed in the work of the best of the 
modern Afrikaans poets is not that of Burns but rather 
of Shelley, Keats, Tennyson, Browning and various Dutch 
and French poets, to whom the epithet “ homely ” could 
not well be applied. The shock that set them writing, 
and often provided them with their themes, was the 
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South African war and the havoc it wrought in the life of 
many an Afrikander—the sort of stimulus that does not 
generally issue in “homely” writing. Some of them 
wrote tearfully or indignantly about the war, but in the 
best poems everything ephemeral in the shape of personal 
or national hatreds—such as too often marred the pro- 
ductions of the first movement writers—has been purged 
away. And as their thoughts were beautiful in themselves, 
so they forged for themselves a beautiful medium. On 
other themes also Afrikaans poets have written beautifully, 
but rarely with the same depth and distinction, for they 
have been chiefly concerned with the externals of things— 
with the differentia of South African nature for example— 
and their work has, therefore, lacked universality. But, 
even so, being charged with emotion, it is far from being 
mere photography, and the best of it has distinct poetic 
value. And, finally, no one can read the Afrikaans poets 
without being struck by their joyous sense of new harmonies 
discovered, a new instrument evolved to play its distinctive 
part, albeit humble, in the world symphony. 

Artistic prose generally comes after poetry, and the 
prose writers have so far failed to emulate the poets. Quite 
recently, however, two or three promising authors have 
made their appearance, men like Sangiro, who has sought 
to protray the life of the big game of Africa (from their 
own, not their hunters’, standpoint) and portions of whose 
work have been translated into English; and J. van 
Bruggen, who has penetrated below the surface of the life 
of the South African “‘ poor white,” and has given such a 
characteristic flavour to his work that any attempt at 
translation must fail. Of late, too, critics, mostly trained 
in Holland, have appeared who do not scruple to apply 
European standards to the infant literature. 


How the Movement Became Political 


It must be borne in mind, however, that the Afrikaans 
revival, important as it is in itself, is part of a much wider 
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phenomenon, the revival of an Afrikander national con- 
sciousness. That renaissance manifested itself in every 
phase of the life of the Afrikander people, social, artistic 
(especially in the arts of painting and sculpture) and even 
in the comparatively recalcitrant economic sphere. But 
it is in the political sphere that its results have been most 
obvious. When the first Union Parliament met, General 
Botha had the Afrikanders solidly behind him, and was 
supported besides by not a few English-speaking South 
Africans. In 1924 General Hertzog led his purely Afri- 
kander party to victory at the polls over the followers of 
General Smuts of whom the large majority now consisted 
of English-speaking South Africans. The steps by which 
this result was reached are sufficiently familiar to readers 
of Tue Rounp Tasie. Our object here is to stress the 
cultural factor as the underlying cause of the rise of the 
Nationalist party. The racial passions stirred up by the 
1914 rebellion and the great war no doubt helped that 
rise ; but it is hardly possible to doubt that it would have 
taken place even had the war never broken out, although 
more slowly. For it is difficult for the Afrikander long to 
resist a challenge to fight for jeopardised cultural ideals. 
The ideal of sovereign independence itself is at bottom a 
cultural ideal masquerading in the garments of a political 
ideal for purposes of obvious political strategy. Otherwise 
it is difficult to see how the Nationalists could have over- 
looked the fundamental work done in 1918-19, and for 
many years previously, and have laid all the emphasis on 
the work of the 1926 Imperial Conference, which was to a 
large extent the mere definition of a status already attained. 
The fact is that Generals Botha and Smuts, who worked 
with Sir Robert Borden towards the consummation of 
| Dominion status, were suspect to the majority of Afrikan- 
ders on cultural grounds. Hence their achievements were 
looked at askance and it was believed that the only way in 
which their government, and the government of people 
like them, could be rendered innocuous to Afrikander 
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culture was by “cutting the painter”; for while the 
Imperial connection remained, with Botha and Smuts at 
the head of affairs and the position of Afrikaans not yet 
firmly established, that connection and the subtle “ in- 
fluences ” which acted through it on South Africa must 
sooner or later prove disastrous to Afrikander culture. 
Hence, in the days before Hertzog came into power, when 
the Nationalists were still pleading for secession and a 
republic, the argument was often heard that there could 
never be peace in South Africa as long as the imponderabilia 
of the Imperial connection gave the English-speaking section 
of the people an unfair advantage. With General Hertzog 
Premier, however, his fellow Afrikanders felt that there was 
not now much danger for them in the Imperial connection 
and were thus, with the exception of a few die-hards, all 
the more ready to accept his assurances as to the completely 
satisfactory and indeed epoch-making character of the work 
of the 1926 Imperial Conference. 

How was this Afrikander distrust of Generals Botha and 
Smuts generated ? It isa story of ever-increasing suspicion 
originating as early as the peace negotiations at Vereeniging 
in 1902, gathering strength during Botha’s premiership in 
the Transvaal, and culminating in the years following 
Hertzog’s ejection from the first Union Cabinet in 1912. 
It is worth noting that Hertzog had been singled out for 
attack in the Unionist press of those days because of his 
policy of enforced bilingualism in the schools of the Orange 
Free State—a cultural issue. Botha and Smuts, on the 
other hand, though their home language was, like Hertzog’s, 
Afrikaans, were politiques, to borrow a singularly appro- 
priate term from the history of the French wars of religion ; 
they conceived of themselves as political leaders of both 
English South Africans and Afrikanders and held that 
cultural ideals must look after themselves. And this 
was exactly what the Hertzog people denied. They 
believed that Afrikaans had still a long leeway to make up 
until it should attain to a position of real equality with 
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English, that it was the duty of the Government to force 
the pace towards that equality, and especially to see to it 
that a recalcitrant civil service made a genuine effort to 
conform to the spirit of Article 137; that, in short, a 
policy of laissez faire on the language question was, as 
things stood in the years immediately following union, 
to stand calmly by while Afrikaans, as a vehicle of culture, 
went to the wall. Hence the men of the second Afrikaans 
movement, with one or two eminent exceptions, became 
ardent politicians, throwing all their weight into the scale 
against Botha and Smuts. 


The Two South African Tongues 


The fears of the Afrikander are no idle fears. That 
Afrikaans will cease to be spoken in South Africa, even in a 
future that is relatively remote, is most unlikely—it is too 
firmly rooted in the soil. But it is not impossible, in view 
of the vast resources of English, cultural as well as economic, 
that Afrikaans may some day cease to be the language 
habitually employed by the educated Afrikander, just as 
in days gone by, when Dutch was the Afrikander’s medium 
in writing, the latter language maintained but a precarious 
existence by the side of English. There is much more 
vitality in Afrikaans than there ever was in Dutch. How 
great that vitality is will only be known when the young 
folk of to-day, the first Afrikanders to be educated through 
the medium of their mother-tongue, have grown to maturity. 
But even Afrikaans labours under important disadvantages 
as compared with English. The English South African 
has much closer connections with the outer world than the 
Afrikander. The latter also relies to a certain extent on 
Europe, i.¢., Holland, and in particular on the language 
and literature of Holland, as a reservoir and inspiration ; 
but really the outlook of the average Afrikander resembles 
that of the Englishman much more closely than that of the 
Hollander. The Afrikander who visits Holland for the 
first time finds himself in a strange land. Again, when the 
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English South African writes, he writes in a language which 
is read by millions of people throughout the world, while 
the Afrikander, if he writes in Afrikaans, is read only by a 
portion of the white population of South Africa—a mere 
handful anyhow—and by those few Hollanders who are 
sufficiently interested in what the Afrikanders think and 
feel to overcome the difficulties of the strange medium. 
The result is that the Afrikander uses Afrikaans when he 
has something to say that will appeal to a relatively large 
proportion of his countrymen, but that when he wishes to 
write on an abstruse subject he is almost compelled to 
write in English. And so there is a distinct possibility 
that the educated Afrikander, finding that Afrikaans will do 
for one kind of writing but not for another, may discard it 
for all purposes. The greatest danger, therefore, that Afri- 
kaans has to face to-day, is not so much opposition from any 
external source—though such opposition still exists— 
as the lure which the prestige of English cannot but 
have for the educated Afrikander, at a time when the old 
battle cries are losing their strength and the party whose 
main object was to safeguard Afrikander culture, shows 
signs of developing from an Afrikander into a South African 
party. The fear of this happening at a time when Afrikaans 
is not yet strong enough to fend for itself without State aid 
probably accounts for the opposition which General Hert- 
zog has for some time been experiencing from the ex- 
tremists in his own party. The sort of thing that these 
people are saying about Hertzog and the danger of being 
“lulled to sleep ” reminds one forcibly of what Hertzog 
used to say about Botha. At one stage or another all 
South African statesmen must become politiques. The 
republican opposition to General Hertzog probably wants 
the Nationalist party to adopt their motto because they 
conceive that that is the best way to ensure its maintenance 
of Afrikander ideals pure and undefiled. 

And yet it would be a pity if Afrikaans were to perish 
as a language of culture—and a pity not merely from the 
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Afrikander, but also from a broad South African point of 
view. No one disputes the advantages of unilingualism, 
Neither is it possible to deny that South Africa would be 
a happier, if not necessarily a better, country if Afrikaans 
could be entirely eliminated. But that, it has already been 
pointed out, is almost certainly impossible. If, then, 
Afrikaans is going to continue being spoken in South 
Africa, it is advisable that it should continue being written, 
because otherwise what is sure to happen is that most of 
the rural Afrikanders, as well as the increasing Afrikander 
proletariat of the towns, already separated from their more 
cultured brethren in so many ways, will also be cut off on 
the score of language. This mass of uncultured Afrikan- 
derdom will be debarred from all uplifting influences, such 
as now operate on even the poorest Afrikander through 
the medium of his own language. We cannot afford to 
create additional caste barriers in this country. Another 
argument might be advanced. Some day the son of a 
rural Afrikander may desire to give utterance to an intense 
and valuable personal experience, for which the mother- 
tongue is the only possible medium, and there will be no 
medium for him to do it in except a miserable patois. No! 
it is better to face the inconveniences of the situation and 
sympathise with the efforts of the Afrikander to nourish a 
pride in what is his very own than to give way to the 
craven desire to purchase ease at the expense of vitality. 


The Need of a Mutual Readjustment 


But the position of Afrikaans can hardly be safeguarded 
without every English-speaking South African being more 
or less affected. For South Africa differs from most 
countries in which more than one European language is 
spoken in one very important particular. In Canada, 
Belgium and Switzerland there is a more or less complete 
race segregation. Hence Canada and Switzerland, at any 
rate, have succeeded in pretty well banishing the cultural 
issue from politics by the comparatively simple process of 
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allowing each culture to prevail in its own particular area. 
In South Africa, on the other hand, the races live in- 
extricably mixed up together. Even in Natal, the most 
English of all the provinces, there is an important Afrikander 
element. And the “ mixture ” is becoming more and more 
homogeneous. Thirty years ago, outside of Natal and the 
Eastern Province of the Cape Colony, it used to be true to 
say that South Africa’s rural population was Afrikander 
and its city population English. It is no longer true to-day. 
English-speaking South Africans to-day own farms in all 
parts of the country, and of late there has been an important 
Afrikander exodus from the rural areas to the large towns. 
Hence bilingualism in South Africa, even the imperfect 
bilingualism of to-day, means much more than the bilin- 
gualism of Canada or the trilingualism of Switzerland : 
for not only is the central government bilingual but ail 
the provincial governments as well, and most of the smaller 
local authorities to a greater or lesser degree. As with the 
State, so with the individual. According to the last census 
(that of 1921), 50°71 per cent. of the European inhabitants 
of the Union seven years of age and over were returned as 
bilingual. The same returns show that bilingualism 
advanced to the extent of 46°7 per cent. in the urban and 
11°87 per cent. in the rural areas during three years. 

The fact that great progress has been made of late years 
and that this progress is continuing gives us ground for 
hoping that the racial truce which was recently declared 
may be the forerunner of a lasting peace. For we are 
gradually moving away from a state of affairs which was 
extremely irritating to many Afmkanders. One example 
must suffice, trivial perhaps in itself, but explaining a great 
deal. Occasions used often to arise—and sometimes still 
arise—when one solitary English South African will force 
a whole group of Afrikanders to speak English because he 
cannot understand Afrikaans. Many English South Africans 
used to accept this sort of thing as perfectly natural, if 
not asaright. But with the Afrikanders it rankled, often 
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more acutely than the occasion warranted. For the skin 
of most Afrikanders is extremely thin on anything connected 
with their culture, which, of course, includes their lan- 
guage. They are quick to take offence, especially at any- 
thing which seems to them to stamp their language, and 
hence themselves, with the stigma of inferiority. The 
attitude of the average English South African towards 
the other official language undoubtedly made many converts 
to nationalism in the years that followed union. 

Such conditions help to explain why it proved impossible 
to divorce culture from politics after the Afrikander had 
reached full national self-consciousness—why the modus 
vivendi which was comparatively easily found in-Canada 
and which brought her peace is so difficult to achieve in 
South Africa. A mere modus vivendi, in fact, will not 
solve our problem. What we want is a much more 
thorough-going mutual adjustment in which the individual 
must play his part as well as the State. 


The Spread of Bilingualism 


The rise of the Nationalist party to influence and ulti- 
mately to power has had the effect of bringing about a 
position of greater equality between the two white races. 
Most Afrikander children are now educated either wholly 
or partially through the medium of their mother-tongue, 
except in Natal. Afrikaans teachers are to-day to be found 
in the vast majority of English-medium schools, and there 
are few English-speaking children who neglect to take 
Afrikaans as a subject. The university of Stellenbosch 
has rapidly developed into a purely Afrikaans university— 
and one of the grounds on which this transformation has 
been justified is the medium difficulty in universities, where 
both races are represented, resulting always in the pre- 
ponderance of English. In the civil service the insistence 
on bilingualism has no doubt tended in practice to favour 
the Afrikander candidate for appointments and promotions ; 
but the pendulum had at various times swung so far in 
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the opposite direction that the practical favouritism which 
has occurred has been fairly philosophically accepted as a 
natural rectification of the past. 

The outcome of all this has been that there is a better 
spirit abroad in the country than there has been at any 
time since 1912. Already the Afrikander, feeling his 
position more secure, has become less bitter. Among 
English-speaking South Africans a public opinion in favour 
of thorough bilingualism is growing in strength: rarely 
to-day does one hear the old complaint about Afrikaans 
being “forced down people’s throats,” as if it were an 
intensely unpleasant draught. ‘The day seems to be rapidly 
approaching when the better-educated classes of the com- 
munity will be fairly thoroughly conversant with “ the 
second language ”—be it English or Afrikaans. Because 
of the greater prestige of English the Afrikander will no 
doubt continue to be better in his second language than 
the English South African. But that is a position which 
wise Afrikanders will accept with resignation, knowing it to 
be inevitable. As bilingualism spreads, the basis of co- 
operation between the races will be broadened and strength- 
ened owing to the more sympathetic understanding of each 
other which will have grown up. Such an attitude, for 
example, as is still too often found in parts of Natal towards 
the Afrikander, will have become impossible. And some 
day, it is possible to hope, the educated English South 
African may come to regard Afrikaans not merely as a 
second language, a sort of necessary evil, but as his second 
language, as many an educated Afrikander already does in 
respect of English, in which he takes a pride as one of the 
languages of his country. Then would Afrikanders know 
that their language has become a permanent institution in 
this country, and the spectre of “racialism” would have 
been finally laid. 

The Way of Peace 


No one will deny that the consummation sketched 
above will continue to demand, as it has already demanded, 


138 





Afrikander Culture and Politics 


a certain amount of self-sacrifice on the part of the English 
South African. English is a world language. The know- 
ledge of English confers on a man unique social, economic 
and cultural advantages. Afrikaans has little to offer by 
comparison. Its value is mainly local. Hence the chief 
ground on which the necessity of a knowledge of Afrikaans 
can be urged on the English South African, beyond the 
obvious ground of economic self-interest which in any case 
applies only to certain callings, is that of an enlightened 
patriotism, and that of an enlightened Imperialism as 
well. For the Afrikander will remain wilfully blind to the 
advantages of membership of the British Commonwealth 
of Nations as long as he has to struggle hard against being 
overwhelmcd by English influences. 

In adopting a generous attitude towards Afrikaans, the 
English South African need have no fear that he will be 
doing anything to injure his own English culture. The 
English language and culture are in no danger of disappearing 
from South Africa. Their resources and attractions are 
too great. Against the logic of this argument Afrikanders 
will contend in vain, even if they wish to do so, which the 
majority of them do not. In the enlightened self-interest 
of the Afrikander lies an important guarantee of the future 
of English in South Africa. Every English South African 
who adopts the attitude outlined above will find that the 
majority of Afrikanders will be eager to meet him half-way, 
though there will always remain a small though vocal 
residue of permanently embittered Afrikanders whose 
views may be safely disregarded. In fact, if Afrikaans 
dies at all in South Africa as a language of culture, it is by 
kindness that it will have been killed. It is a fact of common 
occurrence that when an English South African starts 
addressing an Afrikander in Afrikaans, the latter will reply 
in English! And, as often as not, that same Afrikander 
will have been an excessive stickler for what the English 
South African regards as small matters, even to the point 
of discourtesy. But that is merely because he has been 
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taught in the past to regard even the smallest yielding on 
a matter of cultural principle as a mark of cowardice. By 
nature, the average Afrikander is courteous and generous. 
His leaders, and notably the most revered among them, the 
late President Steyn, have often offered the hand of 
friendship to their English-speaking countrymen, but always 
with the proviso that it must be a friendship between people 
meeting on equal ground. 

The condition has proved no easy one to fulfil. In no 
part of the world perhaps have cultures of unequal prestige 
ever been placed on an equal footing. In no part of the 
world has it been as necessary as in South Africa. Only 
thus will it be possible for the South African nation of the 
future to evolve. All the Dominions are striving towards 
nationhood. Both in Canada and in South Africa it has 
been felt that the securing to each of the racial groups of 
its rights is not so much an end in itself as the means to 
an end: the acceptance by both sections of common 
national ideals. And here, at any rate, South Africa seems 
to enjoy an advantage over Canada. If we do succeed 
in solving our white racial problem, that solution is bound 
to be a more vital, definitive achievement than that accom- 
plished in Canada, where the two races live apart, largely 
unknown to each other. And a solution, not merely a 
surface but a real solution, must be found: for it would 
be disastrous, in face of our other problems, if the two 
white races were to continue warring in the bosom of the 
same State. In face of such problems it does not behove 
us to shrink from heroic remedies. 


South Africa, 
October, 1928. 





GREAT BRITAIN: ELECTION 
. SHADOWS 


INCE the last number of Tue Rounp Taste appeared 

the shadow of the general election has grown deeper, 
and, as one would expect, its. appearance has had a varying 
effect upon the temperaments of individual politicians. 
Naturally enough, the Opposition parties, who have 
everything to gain and little to lose, look forward with 
pleasurable excitement to the great event. Conservatives, 
on the other. hand, cannot conceal from themselves the 
certainty of considerable losses. So large a majority as 
they now possess must be vulnerable, and they will 
undoubtedly receive serious blows. The only question 
that cannot be answered with any sure knowledge is 
whether these wounds will prove mortal. 

There can certainly be detected in well-informed 
political circles a distinct feeling that the chances of the 
Opposition have improved during recent months. By- 
elections, which during the whole life of the present 
Parliament have been rather surprisingly favourable to 
the Government, are by no means a sure indication of the 
fluctuations of opinion. But the result at Ashton-under- 
Lyne, where the Government poll fell from 8,971 to 7,161 
votes, and where a former majority of 1,520 was turned 
into a minority of 2,406, has undoubtedly come as a cold 
douche to the unreasonable optimism which was till 
lately prevalent in the Conservative party. ‘Tavistock and 
Cheltenham, however, were both favourable to the Govern- 
ment, and although the Liberals may derive benefit 
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from a slide back, of the kind discussed below, of Liberal 
voters who voted Conservative in 1924 to keep Labour 
out, there are few signs of the immediate materialisa- 
tion of the promised Liberal revival, which was believed 
to be stronger in the West of England than elsewhere, 
notwithstanding a brilliant flash in the pan the other day 
in the municipal election at Bethnal Green, where the 
Liberal party scooped the entire board. There are expe- 
rienced observers, indeed, who think that there will be 
fewer Liberals in the next House than there are in this 
one. 

The real lesson of the municipal elections, which 
took place in a large number of boroughs, including 
London, on November 1, is that the Labour tide is still 
rising, more particularly in those parts of England which 
have not hitherto been controlled by the Labour party. 
A large number of seats have been won by the Socialists 
and very few lost. The efficacy of the Labour machine 
has clearly not been seriously impeded by the legislation 
of 1927, and the enthusiasm and the real idealism which 
inspire the best elements in the movement remain un- 
dimmed. There can be no doubt that the party will 
achieve great progress at the general election, whatever 
may be the final result. 

Neither by-elections nor municipal contests are, how- 
ever, of supreme importance, even as indications of the way 
public opinion is moving. Many considerations, local and 
personal, come into the matter, and a low percentage of 
votes cast is often accounted for by simple apathy. The 
decision which the elector is called upon to give is, anyhow, 
of by no means so grave or responsible a nature as when 
the fate of a Government is at stake. Even those, who in 
the ordinary way would support the party in power at a 
general election, may not be sorry to see it receive the 
stimulus of an occasional defeat. At this particular juncture 
there are, however, reasons, intangible perhaps but of a 
weighty kind, for believing that the position of the Govern- 
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ment has been considerably weakened in the last few 
months. Elusive and mysterious as is the force called 
“public opinion,” there are two special factors, each of 
the highest importance, which are operating against the 
prestige of Mr. Baldwin’s administration. The first is 
the anxiety of the public about the conduct of foreign 
affairs. The second is the depressing effect upon the 
public mind of the rising figures of unemployment, and 
the apparent inability of the Government to stem the 
tide. Each of these topics deserves a little further 
exploration. 

The failure of the Naval Conference at Geneva and 
Lord Cecil’s resignation from the Government in the 
summer of last year caused comparatively little interest at 
the time. Lord Cecil had the reputation, to put it 
frankly, of being a man somewhat partial to resignation. 
The circumstances surrounding the naval negotiations, too, 
were so obscure that the public was puzzled, rather than 
alarmed. The technical considerations were not under- 
stood, and the political results could scarcely be foreseen. 
The achievement of the Treaty of Locarno, which had 
brought Sir Austen Chamberlain so much credit, and the 
admission of Germany into the League of Nations, seemed 
to outweigh and more than make up for a single dis- 
appointment. Except, therefore, among that section of 
educated opinion which takes an active interest in foreign 
and League affairs, the whole matter created relatively 
little stir. 

Lord Cecil, however, did not remain content with 
resignation. ‘Through the instrumentality of the League 
of Nations Union, in which he holds a position of unique 
influence, he launched a campaign in favour of disarma- 
ment throughout the country, supported by all the vigour 
of his sincerity and eloquence and with the full organisation 
of the Union, with its 720,000 members, at his back. 
The Union is of course non-party, and considering the dif_fi- 
culties inherent in the task of furthering the aims of a body 
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of this kind through an executive largely composed of party 
politicians, it has been singularly successful in maintaining | 
a fair and impartial attitude. Any association, however, | 
whose rallying ground is the enthusiasm of its members for | 
League ideals is bound to find itself in situations in which | 
criticism of the Government of the day is inevitable. It 
is the Union’s object, and indeed its duty, to educate | 
public opinion and to some extent to explore the ground | 
ahead of public opinion. There can be no doubt, however, | 
that this particular campaign tended in some degree to | 
weaken the position of the Government and to cause some | 
searchings of heart among its supporters. Still there was | 
nothing amounting to serious embarrassment, only a certain | 
amount of anxiety. . 

But there is more to tell. The later developments of 
the Government’s foreign policy are dealt with elsewhere 
and it is not our intention, in this article, to discuss their 
merits or demerits, only their political effects. The 
next event which affected the Government’s stock was 
its handling of the Kellogg Pact. Its apparently hesitating 
and even grudging acceptance of the renunciation of war 
seemed to be another symptom of the same kind. Lastly 
on the top of everything came the startling disclosures in 
the matter of the so-called Anglo-French pact. There 
can be no doubt at all that this episode, which is described 
in another article,* has deeply injured the Government’s 
prestige. 

It is perhaps worth while pursuing this subject a little 
further. Questions such as these, it may be said, will be 
forgotten in the rough and tumble of a general election. 
They can hardly last in the public memory with such 
persistence as to turn the scale next May or June. The 
situation is not, however, quite so simple, and it is essential 
to bear in mind certain features in it which are often 
forgotten by political partisans, if the true significance of 
the events which we have briefly touched upon is to be 


* See page 18. 
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appreciated. In the first place, it was by the moderate 
Liberal vote that Mr. Baldwin’s Government was put into 
power at the general election of 1924. Under the electoral 
system, as we know it, a huge parliamentary majority can 
be obtained without a clear majority or even with a con- 
siderable minority of the votes cast. But apart from this 
there can be no doubt that many Liberals in their anxiety 
to see Mr. MacDonald out of office, decided to support 
Conservative candidates in the constituencies. ‘To what 
extent this tendency actually operated cannot be precisely 
determined, but the result of the next general election 
may well turn upon Mr. Baldwin’s ability to retain the 
support of these Liberals. ‘There is, however, no class of 
voter which can be so confidently expected to be influenced 
by considerations which affect the League. They are just 
the people who find the Government’s foreign policy 
most distasteful and even alarming. The Liberal then 
who voted Conservative last time, disquieted by the 
Geneva failure, restive at the way in which disarmament 
is hanging fire, puzzled by the apparent hesitancy 
over the question of the renunciation of war, may 
be induced by disgust at the Anglo-French proposals to 
rejoin the ranks of the Opposition parties. Much will 
doubtless depend upon the courage and dexterity which 
the Government shows. Sir Austen Chamberlain’s absence 
may serve as an excuse and his return as an opportunity. 
A bold and, above all, a frank policy might go far to- 
wards dispelling doubts. But much also depends upon 
the use which is made of these matters on the hustings. 
For the first time since the fall of the Coalition Govern- 
ment after Chanak in 1922, the British people as a whole 
has, during the last few weeks, had its thoughts turned 
to questions of foreign policy, a fact from which a 
multitude of lessons may be drawn. The discontent 
of the section of opinion which we have just referred to 
may find fruitful ground to work upon. 

Next to come to the second factor, the continued 
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depression in the basic trades and the unemployment 
problem. There is no need to give figures as they will be 
found elsewhere in this number.* While most impartial 
critics would agree that our difficulties cannot all be put at 
the door of any single Government, the average elector is 
not addicted to nice discrimination. He goes by results ; 
post hoc, propter hoc is the invariable logic of the masses. 
Had the situation remained fairly constant, its political 
effects might be less important. But individual efforts in 
the direction of better co-ordination have not yet resulted 
in better financial results—the figures, indeed, are worse 
than they were in spite of these efforts—and bad trade, 
together with the necessity of reducing the personnel 
engaged in the coal trade to a figure which bears some 
reasonable relation to the economic facts, has had a 
sensational result on unemployment. Week by week 
a puzzled public watches a steady and seemingly malicious 
increase in the figures. Moreover, the state of the depressed 
areas is so bad as to be a source of serious alarm and even 
horror to all people of sensibility. 

It may be true that no party can supply a quick cure 
for these diseases, and that, so far as politicians are to 
blame for our troubles, the honours are widely distributed. 
But it is upon the Government of the day—and the present 
one has been in power for just four years—that the respon- 
sibility is traditionally placed for anything amiss. The 
Conservative party may, therefore, stand to lose pretty 
heavily unless the figures show a substantial improvement 
before the election. Their losses will naturally be heaviest 
in the areas most affected by trade stagnation. In the 
actual coal-fields, certainly, the Opposition have little to 
gain, since they already hold most of the mining seats. 
But Lancashire, the West Riding, the North and Mid- 
lands generally, may, at the election, all reflect politically 
the depressed condition of cotton, textiles and iron and | 
steel. A wide movement of resentment against the 


* See page 115 
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Government in these areas might put the Conservatives 
in a minority. 

Nor can the accusation of a certain complacent inactivity 
be easily rebutted by the supporters of Mr. Baldwin’s 
administration. It is true that the wide and almost revolu- 
tionary proposals for rating relief and local government 
reform may be claimed as an example of progressive policy 
and constructive foresight. But although when they are 
better understood and their defects removed the soundness 
of the underlying principle will no doubt tell in the Govern- 
ment’s favour, the scheme has—from the electoral stand- 
point—the fatal objection that its benefits are delayed. 
Nor can it be claimed that the relief to industry which will 
follow de-rating will be more than substantial and important. 
It cannot be decisive. The details of the proposed local 
government reorganisation are, moreover, encountering 
some general and a good deal of bureaucratic opposition 
from local opinion. Still the scheme has, no doubt, 
strengthened the Conservatives’ position, and it has 
supplied them with a reply to the charge that the Govern- 
ment has completely lost its vigour in its latter days. 

There is, however, another question to be answered, the 
charge of having failed to cope with the special problems 
presented by individual industries. Take, for instance, 
the problem of unemployment in the mines. Opinions 
differ upon the extent to which the State should interfere 
in industry, but the need of trying to find employment for 
miners out of work is a different matter, and the question 
will certainly be asked why, when it must have been fore- 
seen after the strike in 1926 that vast numbers of miners 
would be adrift, so few steps, in spite of warnings, 
were taken till last summer after the report of the Indus- 
trial Transference Board. It is impossible to go into 
the condition of the iron and steel and cotton industries 
in this article, but attention has often been drawn to their 
troubles in these pages, and the fact that they are still 
languishing, unable as yet to achieve rationalisation by 
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their own efforts, will also react unfavourably on the pros- 
pects of the party in power, unless there is speedy improve- 
ment. Whatever there is to be said for or against the 
principle of laissez faire, the ordinary voter takes the 
situation as he finds it. For him the proof of the pudding 
is in the eating. 

At the same time any attempt to abandon laissez faire 
for protection would, we believe, be attended with the 
same result as in 1923, and Mr. Baldwin’s attitude towards 
the pressure put upon him to introduce a general tariff 
seems to show that he is also of this opinion, though 
the enigmatical character of his pronouncements on the 
subject has supplied his opponents with a handle which 
may be useful to them on the platform. 

If, however, the Government must take the blame 
for what is amiss, there is something on the other side 
of the account which may redound to their credit. The 
peace in industry movement still flourishes. The Trades 
Union Congress, indeed, endorsed the proposals of the 
Mond Conference for a National Industrial Council early 
in September. The employers’ organisations, however, 
have not even yet, at the moment of writing, come to a 
decision, and if it should be in the negative, the reaction 
upon Conservative prospects might be the reverse of 
favourable. 

But, besides these two special handicaps, there is one 
of a more general kind. People find a want of character 
in this Administration. No one quite knows what it stands 
for or how it will act in a given emergency. Ifthe country 
feels that the leadership which it looks for in vital matters 
is subordinated to the exigencies of keeping the peace 
between conflicting views inside the Government, it will give 
it short shrift next summer. It would, that is to say— 
and this brings us to what is possibly Mr. Baldwin’s trump 
card—if people were sure of the alternative. ‘The expulsion 
of the Communists and the defeat of their extremist ele- 
ment have, no doubt, abated the old suspicion of Labour. 
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We shall, however, have to wait until the election to see 
whether enough of it still remains more than to counter- 
balance the adverse effect of the considerations to which we 
have already referred on the prospects of the Conservative 
party. 

To sum up, although there is nothing at present to point 
to the imminence of a Conservative déb4cle, there is 
abundant reason for Conservative qualms, and there is no 
doubt that the Opposition—certainly its Labour wing— 
is on the upward grade. What the position will be next 
summer when the contest takes place will largely depend 
on what happens between now and then, and to add to the 
difficulty of speculation there is the unknown quantity of 
the five million “ flappers ” who have been added to the 
roll since the last general election. But itmust beremembered 
that if the Conservatives wish to retain the substance of 
power, it is not enough for them to come back the strongest 
of the three parties. They must have a clear majority 
over both their rivals. Nor can the contingency of the 
latter joining forces after the election any longer be dis- 
missed as fantastic. Both have now issued programmes, 
and there is an interesting degree of resemblance between 
them in important respects. Enough has, moreover, been 
said by representatives of each of the two parties to show 
that some form of combination might in certain even- 
tualities be considered. 

This article must now be brought to a close, but first 
an omission must be made good in our estimate of the 
credit side of the Conservative account. The genial and 
sympathetic personality of Mr. Baldwin is still an asset 
of value to his party. 





IRELAND : EVENTS IN THE FREE | 
STATE | 


I. Poxrricay 


HILST the political stage at home has been prac- 

tically vacant since the Dail rose in August, our 
leading politicians have been active abroad. Mr. Cosgrave 
in Paris, Mr. de Valera in Berlin, and Mr. Blythe and 
Professor O’Sullivan at Geneva have all helped to make 
our existence known to Europe and to cultivate those 
international relationships which are valuable, both spiri- 
tually and materially. We have always suffered from the 
fact that we were an island beyond an island, and that our 
communications, both political and cultural, necessarily 
passed through an English filter. This was bad for us and 
bad for England, and is now ceasing to be the case. One 
can now travel from Cork to Cherbourg. or Bremen | 
direct in a comfortable liner, and Mr. Cosgrave signs world 
treaties at the Quai d’Orsay. The signing of the Kellogg | 
Pact gave our Government a first-class opportunity to | 
advertise the new international status of the Free State | 
which it nearly missed. It would tell nothing as to its | 
attitude on the Pact until challenged in debate by Mr. | 
de Valera, and even then its reply was perfunctory, dealing | 
only with minor details, and not with the real principles | 
involved. In short, it behaved as if it was caught committing | 
some nefarious action, instead of glorying in its conduct. 
It may be no harm to point out that had we been a sovereign 
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independent republic instead of a member State of the 
British Commonwealth, we should not have been asked to 
express our opinion on the Pact before it was signed, 
and would have remained out in the cold, being only per- 
mitted to adhere at a later stage to a document we had no 
hand or part in preparing. It must be said, however, 
that Mr. Cosgrave made full use of the occasion pre- 
sented by Mr. Kellogg’s visit to Dublin, an event which 
ought to be politically valuable both to him and Mr. 
Hoover, for in this, the year of the Presidential election, 
the Irish vote in America is not to be ignored. But the 
most interesting feature of Mr. Kellogg’s visit was his 
direct voyage to Dublin, which, taken with the offer of an 
arbitration treaty to Egypt, can only be construed as a 
gentle hint to Downing Street that its attitude towards 
the Pact and the Disarmament Conference is fully appre- 
ciated in Washington. Mr. Kellogg, who was obviously 
charmed by the warmth and sincerity of the welcome he 
received, spoke with a direct simplicity and an entire lack 
of that spell-binding eloquence so characteristic of American 
political orators. Although he came to us on a warship 
and our guns thundered in his honour, it was obvious 
that he was an honest peacemaker. His visit was a timely 
reminder that we have a direct interest in European 
peace. Mr. de Valera, however, apparently still thinks 
in terms of war, for whilst attending the Inter-Parlia- 
mentary Congress at Berlin he complained that British 
troops coming from Northern Ireland could be in Dublin 
in a few hours. But if England were really so evilly dis- 
posed, why trouble to come from Northern Ireland when her 
navy and aircraft could bombard Dublin to atoms from 
the sea and blockade us within twenty-four hours? And why 
make these absurd statements in Germany, whose realist 
politicians, with one eye on Poland and the other on the 
Saar, are not likely to have much sympathy or patience 
with such nebulous complaints? That our Republican 
politicians are still suffering from reflex grievances is also 
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shown by the pamphlet which some of Miss MacSwiney’s 
followers journeyed to Paris to present to Mr. Kellogg, 
and which solemnly stated that his visit to Dublin would be 
“an endorsement of the tyranny still exercised in Ireland 
by England,” and that “the peace and goodwill of our 
scattered race can be secured only on the basis of England’s 
evacuation of our entire territory.” If Mr. Kellogg read 
this valuable document he must have concluded that the 
Irish political playboy is not yet extinct. 

Our delegates to the Ninth Assembly of the League of 
Nations at Geneva, Mr. Blythe, Minister for Finance, 
and Professor O’Sullivan, Minister for Education, showed 
more sense of responsibility. Both spoke on economic 
policy in relation to the recommendations of the Economic 
Conference. Mr. Blythe stated that although the Irish 
Free State had a low tariff, and admitted many important 
classes of manufactured goods free of tax, it did not regard 
itself as an indifferent member of the League of Nations, 
because it was likely not to reduce, but to increase, its tariffs. 
He did not agree that it was improper or perhaps dangerous 
for the League to deal in any way with the complex problem 
of customs tariffs, and the work which had been begun 
by the Economic Conference ought to be welcomed as 
long as it was not carried to unreasonable lengths, and so 
long as it was clear that it was not intended to operate 
so as to prevent the development of countries which 
historical circumstances have left economically backward. 
It was unfortunate, he said, that the recommendation 
of the Economic Conference in regard to tariffs should 
have been so worded as to call upon countries which have 
low tariffs, equally with countries which have excessively 
high tariffs, to move in the direction of reduction. Such 
a recommendation was unacceptable to the Government 
of the Irish Free State, in whose opinion the attention of 
the League ought to be directed towards the reduction 
of any tariffs the object of which is not solely the economic 
development of the countries by which they were imposed. 
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They could not accept the view that tariffs should be no 
higher than revenue requirements demanded, that by a 
process of rationalisation the manufacturing industries 
of the world should be forced to concentrate in a few 
favoured countries and that other countries should be left 
dependent on the basic industry of agriculture, the depres- 
sion of which had been deplored without the serious sug- 
gestion of any remedy. Dealing with the problem of world 
peace, Mr. Blythe said that there were two factors calculated 
to give comfort, firstly, the more optimistic feeling in the 
Assembly ; and secondly, the virtual acceptance of the 
Paris Pact by all the nations of the world. It was the duty 
of all the Governments who had signed it to endeavour 
to bring about the conditions under which it could most 
surely achieve its object. The general Disarmament 
Conference had been too long postponed, a definite limit 
in time should be set to the work of the Preparatory 
Commission, and the Council should be requested to call 
the Disarmament Conference before the next ordinary 
meeting of the Assembly. Only through the publicity 
of a Conference would it be possible for the public opinion 
of the world to exercise its proper and decisive influence 
on such difficulties as might exist. Professor O’Sullivan 
spoke on the necessity for a balance between agriculture 
and industry in our economic life, and referred to the un- 
favourable difference between what the farmer paid out 
and what he received for his products, a matter of great 
concern in Ireland and other agricultural countries. The 
improvement in the quality of our agricultural produce 
is of no avail if the monetary policy of the Bank of England 
continues to lower prices. It may, however, be pointed 
out that as regards tariffs, Mr. Blythe does not exactly 
practise what he preaches, for the Free State has a tariff 
of 334 per cent. on imported motor cars and parts as well 
as on all wireless apparatus. Neither of these tariffs serves 
any economic purpose whatever, nor do they protect a 
native industry. They are purely revenue producing. 
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In fact, Mr. Henry Ford is in process of removing his motor 
car factory at Cork to Manchester, because the Free State 
Government have refused to comply with his repeated 
requests that they should conclude a reciprocal arrange- 
ment with England by which duties on motor cars would 
not be levied by either country against the other.* Such 
an agreement might easily have been arrived at had the 
Free State Government had the courage and ingenuity 
to face and provide for the loss of revenue involved. One 
may ask, indeed, how many of our present import duties 
satisfy Mr. Blythe’s Geneva formula? Few countries 
are less fitted by nature to pursue a protectionist policy 
than the Free State, but the imposition of tariffs is such an 
obvious illustration of our new-found economic inde- 
pendence that no new Irish Government could resist 
the temptation to impose them. It is impossible to see 
clearly yet the full effect of what has been done. Our 
large and efficient industries, such as agriculture, brewing, 
and biscuit making, are based on their export trade and the 
free import of raw materials. Big business men like Mr. 
Ford are entirely opposed to tariffs. It is only the small 
and inefficient manufacturers who desire them, and it is 
doubtful how far even they could thrive on such a re- 
stricted market as the Free State. It would be better policy 
for them to specialise and secure success in the world markets 
by the excellence of their products. The Free State has 
gained more by the permanent settlement of the land 
question and the new policy of agricultural development 
than by any tariffs ever likely to be devised, even by Mr. de 
Valera. Mr. Ford’s action ought at least to make our 
tariff-mongers think seriously, and even if he continues 
his Cork factory as a tractor-producing plant for the 
European market, as is stated to be possible, his experience 
is hardly likely to encourage other American manufacturers 
to follow his example. 


*See Tut Rounp Taste, No. 71, June 1928, p. 601. 
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Mr. Cosgrave, addressing his Cork constituents early in 
September, wisely refrained from discussing this unpleasant 
matter. He had, of course, other and more pleasant things 
to relate in a review of the country’s progress during the 
last six years. He pointed out that the adverse trade balance 
calculated on the difference between imports for domestic 
consumption and exports of domestic produce for the year 
1927 was Ss. 8d. per head of the population for the Free 
State, as against 8s. rod. for Great Britain and Northern 
Ireland, and that our national debt only amounted to 
£7 11s. 3d. per head of population, as compared with 
£168 6s. in Great Britain, £61 6s. in Canada, £75 18s. 
in Australia, and £30 Is. in South Africa. He commented 
on the fact that native capital had not taken advantage 
of the opportunities offered by the Government, and on 
the neglect to develop the fishing industry. 

Another interesting event during the Parliamentary 
recess was Mr. Blythe’s speech to the Institute of 
Journalists, who were visiting Dublin, in which he defined 
with clarity and common sense our new attitude towards 
Northern Ireland. Speaking, as he said, both on behalf of his 
colleagues and the people of the Free State, he stated 
that we wished for the prosperity and success of our 
fellow-countrymen in the North. If they succeeded in 
any way we would rejoice, and if any misfortune came to 
them we would not be pleased. We were content to have 
them go their way, believing that in the end the people 
of both parts of the country would be able to do whatever 
was best for the country. We had no desire to interfere 
with them in any way whatsoever. It is pleasant to find 
such views being voiced with unanimous approval by one 
of our leading Ministers, and there is reason to believe 
that, even if not expressed, they are reciprocated in Ulstere 
Along no other path can the future happiness and prosperity 
of Ireland be secured. The sooner every Irish politician, in- 
cluding Mr. de Valera, realises that the North must be left 
to work out its own salvation the better for all concerned. 
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Fianna Fail, Mr. de Valera’s party, have at last issued 
the prospectus of their newspaper project, asking for a 
capital of £{200,000. The launching of such an enterprise, 
amongst the directors of which are several prominent 
business men, can only mean that Fianna Fail has decided 
irrevocably to employ constitutional methods in action 
for otherwise it would be mere lunacy to sink so much 
money in a great journalistic enterprise. There is a real 
opening for a big national paper which would provide a 
forum for all parties, but although the promoters of the 
new paper claim that this is their intention, it may be 
doubted whether a paper over whose policy Mr. de Valera 
retains control will ever be anything more than an inflated 
edition of the mosquito journals which have so long domin- 
ated and sustained the Republican intellect with a mixed 
diet of hatred and personalities. If this proves to be 
the case its fate is sealed. The intention of its promoters 
was that at least half the capital should be raised in Ireland, 
and in fact it is rumoured that the prospective American 
subscribers wisely made this condition a sine qua non of 
their participation, but how far this aim has been achieved 
remains unknown. It will be interesting to see what 
comment the new paper will make upon such disconcerting 
facts as the statement of General Hertzog’s Nationalist 
party in South Africa that the declaration of the Imperial 
Conference in 1926, which Kevin O’Higgins helped so much 
to formulate, signifies the attainment of South Africa’s 
sovereign independence. Such interesting news items 
cannot be ignored by a properly informed daily newspaper. 

The Oireachtas, which has just resumed its labours, has 
plenty of work to do. About half the annual estimates 
have yet to be disposed of, and a dozen Bills have remained 
on the Dail’s agenda since before the recess, seven of them 
concerning the proposed changes in the constitution. It 
is very doubtful if all these can be passed before Christmas, 
The Seanad Electoral Bill,* which lays down the method 

*See Tut Rounp Taster, No. 72, September 1928, pp. 819, 820. 
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for nominating the panel for the Senate election next 
month, had been given pride of place and will probably be 
passed at once. Other measures of interest are the Censor- 
ship Bill, referred to later, and the Cork City Management 
Bill. This latter measure is an attempt to deal with 
municipal government on entirely new lines. It applies 
the principles of national government to a city by dividing 
the deliberative and executive functions, the former being 
controlled by a small city council and the latter by a city 
manager. Should this Bill pass in its present form it 
will be an interesting experiment, and if successful, one 
likely to be applied to the other cities of the Free State. 
It is a real attempt to fashion a system of city government 
suitable to Irish conditions. Naturally the Labour party 
has denounced it as undemocratic, and Mr. de Valera 
does not seem to be able to make up his mind to ban or 
to bless the project, which is not really an orthodox govern- 
ment measure, having been originally formulated by a com- 
mittee of “Cork citizens. Other Bills will probably be 
introduced at once for the regulation of the co-operative 
creamery societies and the continuation of housing grants. 
Bills to give effect to the findings of the Town Tenants’ 
Commission and to amend the Betting Act are in course 
of preparation, but it is unlikely that they will be intro- 
duced before next year. Altogether the present session 
promises to be more businesslike and less controversial than 
the last. No doubt deputies like the unsuppressible Mr. 
Corry and the irrepressible Mr. Hugo Flinn will provide 
the necessary “ copy” for our parliamentary journalists, 
but no one any longer takes them seriously. 

The death of John Devoy in New York severs almost the 
last link with the Fenian movement. William O’Brien 
once described him as “ a born conspirator, and perhaps the 
most dangerous enemy of England in the entire Fenian 
body.” Whilst still a young man he suffered a term of 
imprisonment in Ireland and then went to America in 
1871 where he took part in every anti-English movement 


157 





Ireland : Events in the Free State 


of his time. During the European war he assisted German | 
agents to foment trouble in Ireland, but in recent years he | 
accepted the Treaty and supported the Free State Govern- 
ment, transferring most of his former hatred of England 
to Mr. de Valera, for whom he conceived an inordinate 
dislike. He visited Ireland once more in 1924 and received 
a public welcome in recognition of his past services to the 
cause of Irish freedom. On that occasion he realised the 
impossibility of coercing Northern Ireland, and publicly 
pleaded for a modus vivendi with our Northern fellow- 
countrymen. 


II, Economic anp GENERAL 


HE statistics of occupations in the Free State 

recently published in connection with the census of 
production make interesting reading. They reveal that 
out of a total of 1,307,662 employed persons, no less than 
672,129 are engaged in agriculture, or rather more than half 
the population. Over 206,000 farmers’ sons and daughters 
and 67,713 other relatives of farmers assist the farmers 
in their work. There are only 139,109 paid agricultural 
labourers. These figures show how widely our agricul- 
tural system differs from that of Great Britain. In Scot- 
land 801 of every thousand persons engaged in agriculture 
are wage earners, and in England 713 out of every thousand 
against 207 out of every thousand in the Free State. Most 
of these relatives receive only board, lodging and clothing, 
and the system enables the small farmer to eke out an 
existence, but it also explains much of our emigration. 
It is obvious that the standard of comfort in agricultural 
Ireland, although much improved in recent years, is still 
-very low, and it can only be raised by improving the quality 
of our agricultural products and the arrangements for their 
marketing, as Mr. Hogan has sought most successfully to 
do. The latest trade statistics show that our adverse 
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trade balance has decreased by {3,287,000 and is now little 
more than the amount of our invisible exports, a result for 
which the Government’s agricultural policy is directly 
responsible. Much could, however, still be done to 
improve our agricultural life by increasing the facilities for 
amusement and by better teaching of domestic economy, 
particularly as regards cooking and variety of food. In the 
Free State 514 per thousand occupied persons are engaged 
in agriculture as compared with 89 in Scotland and 73 in 
England and Wales, but in the industrial sphere these 
conditions are completely reversed, “ other producers ” 
numbering only 145 per thousand as against 462 in Scotland 
and 414 in England and Wales. Nevertheless, the pro- 
portion of the population engaged in productive pursuits 
is higher in the Free State than in Scotland or in England 
and Wales. The figures are: Free State, 663; Scotland, 
581, and England and Wales 489 per thousand. Mr. 
Hooper, our excellent Director of Statistics, points out 
that these figures are not in themselves a subject for con- 
gratulation, as they probably indicate that our productive 
efficiency is defective and the output per man unduly low. 
Economic progress consists, after all, in the achievement of 
increasing results with decreasing effort and the fact 
that a large proportion of the people are engaged in pro- 
duction is a sign of comparatively retarded development, 
although it also shows we are not a nation of idlers. The 
classification of occupations is also interesting. There are 
11,974 civil service officials and clerks, 2,939 local govern- 
ment officials and clerks, 7,158 civic guards, 1,076 com- 
missioned army officers and 13,869 non-commissioned 
officers and men. These figures show that our army is at 
last reaching a normal size. ‘The figures for a few industries 
have been published. The woollen industry, which is 
now looking for a tariff, was represented in 1926 by 41 
factories employing 2,364 persons. The net output per 
person is smaller in the small factories than in the large 
factories and smaller in the Free State mills than in Great 
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Britain. Nearly three-quarters of the woollen tissues, but 
comparatively little of the worsted tissues, made in the 
Free State are exported. There were 15 breweries in 1926 
which employed 4,650 persons and paid {1,137,248 in 
salaries and wages. Four distilleries employed 397 persons 
and paid £88,366 in wages. The other side of the picture 
is shown by the emigration figures for 1927, which 
prove, unfortunately, that we lost 14,207 men and 12,941 
women. 

The new Creamery Act, which is the latest fruit of 
Mr. Hogan’s agricultural policy, introduces some quite 
new features into our agricultural legislation. Its most 
striking provisions are those which will inevitably draw 
into the co-operative system those milk suppliers living in 
areas which the co-operative societies are now taking 
over from the proprietary creameries. Such a non-co- 
operative supplier must now join the co-operative creamery 
system or go out of the creamery business. Three {1 shares 
for each of his cows is the minimum number he must take 
up. But these compulsory payments are made easy and 
can be made by annual deductions from the money due to 
him by the society for milk supplied. The co-operative 
societies have also to make arrangements to take these 
new members and to repay any moneys due to the State 
for advances, buildings, or the goodwill of extinguished 
proprietary creameries. All new creameries must be 
licensed. ‘The result of the recent test made by the De- 
partment of Agriculture of butter received from 210 
creameries showed that 99 per cent were up to the high 
standard fixed for creamery butter intended for export, 
while 88 per cent. attained as high a standard as will even- 
tually be required for the national mark. This proves 
that the policy of better farming on a co-operative basis is 
having excellent results. But this policy is not without 
critics in some of its aspects. Professor Johnston, of 
Trinity College, one of our leading younger economists, 
has recently strongly criticised the agricultural credit 
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policy of the Government.* He points out that in no 
European country of his acquaintance has the method of 
chattel mortgages been an important feature of a successful 
system of agricultural credit, and that any expectations 
based on this portion of our recent Agricultural Credit 
Act are foredoomed to disappointment. Agricultural 
credit in his view should be financed through credit socie- 
ties on a limited liability basis. He considers that the 
State has hitherto failed to perform the only duties that 
were really incumbent on it in this connection—namely, 
to provide a suitable framework of law for the operations 
of agricultural credit societies, or to make permanent 
arrangement for their organisation, instruction and super- 
vision. Instead, it has established an Agricultural Credit 
Corporation to act as the roof of a building whose founda- 
tions are not well and truly laid. Incidentally it has 
cleared the ground for the subsequent laying of suitable 
foundations by legalising short-term loans to individuals 
and by dragging the red herring of chattel mortgages 
across the trail. There is substance in this criticism. 
The agricultural policy of the present Minister of Agricul- 
ture has on the whole been most successful. It was 
necessary to apply the heavy hand of the State in order to 
penalise inefficient producers and to level up the general 
standard of production and marketing of live stock, eggs, 
and dairy produce, etc., but these bureaucratic methods 
-have been now extended to the problem of agricultural 
credit where they are least appropriate. There is too 
much “ State ” and not enough “ farmer ” in the Agricul- 
tural Credit Act, and the policy it applies will probably 
have to be reversed, for the problem can only be solved, 
as Professor Johnston points out, by a system in which 
local self-governing credit societies will be the main 
feature, while State institutions remain modestly in the 
background, leaving the ground free for the organised 
farmers to develop a spirit of mutual reliance, corporate 
* See Tue Rounp Taste, No. 71, June 1928, p. 608. 
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responsibility, and co-operative initiative. Organisation 
and education are necessary before State aid can be effec- 
tive. 

A more justifiable and necessary form of State inter- 
ference has taken place during the last few weeks, when 
the first steps were taken to apply the provisions of the 
Licensing Act of 1927 for the extinction of redundant 
liquor licences. ‘The trade objects not to the reduction of 
licences—because everyone is now agreed that there are 
too many—but to the provision of compensation by the 
remaining licence holders. But as they failed to defeat 
these provisions of the Act at the height of their power, 
they have little chance of doing so now, when Mr. de 
Valera has definitely refused to support them in their 
preposterous demands. The new Free State currency notes 
have been issued and are both artistic, durable, and well 
printed. Sir John Lavery’s beautiful portrait of his wife, 
which is their most striking feature, will undoubtedly be 
among his most popular pictures, and one not easy to 
counterfeit. It has been estimated that the total amount 
of British currency notes to be displaced is in the neigh- 
bourhood of £6,000,000, but as the new Free State notes 
must be secured either by British Government securities, 
British currency notes, or gold, all that the replacement 
of British currency notes will, in effect, mean for the London 
market will be that the Free State Currency Commission 
will exchange a number of millions of British currency 
notes for the British Government securities now held 
against them. 

The Censorship Bill* has at last been published, and is 
now being discussed by the Dail. It provides for a Censor- 
ship Board consisting of five members to be appointed by 
the Minister for Justice, and to hold office for three years. 
A majority of four members can on receipt of a complaint 
from a recognised association advise the Minister to 
prohibit the importation or sale of any book which is 


* See Tut Rounp Taste, No. 72, September 1928, p. 830. 
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indecent or obscene, or which tends to inculcate principles 
contrary to public morality, or is otherwise, in the opinion 
of the Board, subversive of public morality. It does not 
seem from the Bill that it is compulsory for the Minister 
to act on the Board’s report. A periodical may similarly 
be banned if the Board holds that its recent issues have 
frequently been indecent, obscene, or subversive of public 
morality. The word indecent is to be construed as in- 
cluding anything calculated to excite sexual passion or to 
suggest or incite to sexual immorality, or in any other way 
to corrupt or deprave. Further, it is to be unlawful 
without a permit to print, sell, or distribute any book or 
periodical which might reasonably be supposed to advocate 
the unnatural prevention of conception. It also prohibits, 
in the same manner as the recent English legislation, the 
publication of detailed reports of divorce court or other 
unsavoury judicial proceedings. Newspapers which print 
prohibited matter of this kind will be liable to severe 
penalties, and attempts to circulate a suppressed book or 
newspaper will be punishable on summary conviction by 
fine or imprisonment, or both. The Bill is, in short, an 
attempt to steer a middle course between the quasi- 
intellectuals who would condemn nothing, no matter how 
indecent and objectionable, and the ignorant zealots who 
would prevent all independent thought and allow no 
foreign book of any kind to enter the country. It has 
already been violently attacked by both. If it merely 
aimed at the suppression of pornographic literature and 
contraceptive propaganda no one could object, but it goes 
much further and gives power to prohibit the sale of books 
which “tend to inculcate principles contrary to public 
morality ”—a vague phrase which might be extended to 
cover social or religious literature. The recognised asso- 
ciations who are to have power to denounce books are 
not defined, and are to be selected by the Minister for 
Justice. The definitions contained in the Bill are so vagu : 
and far-reaching as to be dangerously open to abuse, and 
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the procedure proposed is such as to render the Board 
liable to popular pressure of a most undesirable kind. Its 
definition of the word “ indecent” as including anything 
“ calculated to excite sexual passion ” is merely absurd and | 
directly contrary to Catholic philosophy. It is obviously 
a heresy to maintain that sexual passion per se is evil. The 
whole Bill is framed on the theory that it is the duty of 
the State to repress all vices. ‘The great Catholic theolo- | 
gians knew better than that, and St. Thomas points out | 
that human law is framed for a number of human beings 
the majority of whom are not perfect in virtue, therefore | 
human laws do not forbid all vices from which the virtuous | 
abstain, but only the more grievous vices, from which it is 
possible for the majority to abstain, and chiefly those that 
are to the hurt of others, without the prohibition of which | 
human society could not be maintained, such as murder | 
or theft. How far the Catholic hierarchy are committed 
to support the Bill is not yet apparent, for they have made 
no official declaration on the subject, but notoriety- 
hunting clerical extremists are, of course, clamouring for 
an even stricter censorship than the Bill provides. Un- 
fortunately in Ireland the word “immoral” in ordinary 
speech only means sexual immorality, and other more 
grievous forms of immorality are forgotten or slurred over. | 
Certain people seem to attribute all the sexual immorality 
in the country to the worse type of English Sunday news- | 
paper, quite ignoring the fact that since the European war | 
and the Sinn Fein movement there has been, here as else- | 
where, a definite revolt of youth against the conventions | 
and standards of the past, and this revolt has found its | 
chief expression in a looser moral atmosphere. It is very 
doubtful whether anyone will have sufficient courage to 
criticise or attempt to alter the Bill in the Dail, and it is 
much more likely to be made more drastic during its 
passage through that assembly, but it will get a different | 
reception in the Senate, and there it may be improved. | 
Senator W. B. Yeats has already criticised it strongly. In 
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his view, it will degrade us in the eyes of the modern 
world and be used to prevent modern thought obtaining 
a hearing in Ireland. ‘ We were helots,” he says, “ and 
where you have helots there the zealot reigns unchallenged. 
And our zealots’ idea of establishing a Kingdom of God 
upon earth is to make Ireland an island of moral cowards.” 
But there is a graver danger. In spite of cleverly engi- 
neered popular clamour, educated opinion is directly 
and strongly opposed to the idea of a censorship of ordinary 
literature, and this opinion will make itself heard with 
increasing force as time goes on. No nation will submit 
to be driven in blinkers. The principles contained in this 
Bill will, if pursued consistently, in time make Ireland the 
purlieus of Catholic Europe instead of one of its dynamic 
thought centres. It may well lead to an anti-clerical 
reaction which will cause deeper and more hurtful divisions 
than any we have yet known. If and when this happens 
history will accord to those responsible for this Bill their 
full share of the blame. 


The Irish Free State, 
November 1928. 





CANADA 


I. Poxitics : FepERAL AND PROVINCIAL. 


HE second session of the present Federal Parliament 
falsified previous prophecies of brevity for it, but 
while it lasted a normal span of four and a half months, 
its record of accomplishment was unimpressive. The 
King Government, which could confidently rely upon the 
steady support of the Liberal-Progressives apart from one 
mutinous moment and upon the inability of the Conserva- 
tive and Independent groups to present a common front 
upon the majority of issues, was in a very comfortable 
situation and was never in any serious danger of defeat. 
The debating strength of its front bench was sufficient for 
all contingencies and Mr. R. B. Bennett, the new leader of 
the Opposition, was obviously intent upon feeling his way 
cautiously and gaining the confidence of his own party 
before he essayed any full-dress assaults upon the Ministry. 
Moreover, the legislative programme which the Govern- 
ment sponsored was of a singularly modest character and 
contained few items likely to produce serious controversy. 
The debate on the Address produced the usual barrage 
of partisan orations from members who were anxious to 
ventilate the grievances and aspirations of their constituents 
and at the same time to impress them with their own 
parliamentary talents, but this annual saturnalia of rhetoric 
has now been mercifully tempered by the introduction of 
new rules of parliamentary procedure which limit to forty 
minutes the speeches of ordinary members except when they 
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move resolutions. The budget was produced at a much 
earlier date than usual and Mr. Robb, the Finance Minister, 
was able to present a very satisfactory balance-sheet for the 
national finances. It showed a substantial surplus which 
made possible a fresh alleviation of the taxpayer’s burdens 
through reductions of the income and sales taxes. The 
budget also contained an extensive series of alterations in 
the tariff, chiefly affecting the textile and particularly 
the woollen schedules, but they were largely in the nature 
of readjustments and reclassifications designed to meet the 
changed conditions of the industries concerned. Repre- 
sentatives of the primary sections of the woollen industry 
engaged in spinning took the view that the Government 
had deliberately sacrificed their interests for the benefit 
both of the secondary weaving and hosiery sections of the 
industry in Canada and of the woollen manufacturers of 
Great Britain, and made strenuous efforts to secure modifi- 
cations of the original proposals, but when other sections 
of the woollen industry accepted the budget with equa- 
nimity and the Montreal Gazette, which usually offers a 
faithful reflection of the views of the industrialists of the 
Montreal area, declared editorially that it made no serious 
inroads upon the main fabric of protectionism, opposition 
to it collapsed. 

Yet, the very reasons which made the budget acceptable 
to eastern industrial interests rendered it unpalatable to 
representatives of the agricultural West. Indeed, the 
Liberal-Progressive group only voted for it with great 
reluctance and before doing so they served blunt notice 
upon the Government that the next budget must contain 
some real tariff reductions or it would find them voting 
with the Opposition. Neither of the amendments, which 
the Conservatives and Progressives moved, could enlist 
the support of the other group and both were easily de- 
feated, but the Opposition groups managed to join forces 
in the vote on the main budget motion and reduce the 
Government’s majority to a comparatively narrow margin. 
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After the disposal of the budget the dissection of estimates 
provoked recurring controversies and gave the Opposition 
groups excellent opportunities for exercising their critical 
faculties. There was the usual crop of amending legis- 
lation, but when the Opposition took a dark view of a 
measure which sought to transfer the power of naturalisation 
from the judges to the Secretary of State and contended 
that the change would place tremendous temptation in the 
way of frail Secretaries of State to use their power for 
partisan purposes, the Government, realising that public 
opinion shared this view, discreetly withdrew their Bill. 
The St. Lawrence waterway and its correlated problems 
had been expected to furnish material for sharp contro- 
versial debates during the session, but apart from one 
desultory discussion initiated by a private member’s reso- 
lution, this issue was almost neglected. All parties seemed 
to fight shy of it and the Government had available an 
excuse for declining to make any declaration of policy, in 
the decision to submit a special reference to the Supreme 
Court upon the question of the relative rights of the Federal 
and provincial governments over water-powers on navigable 
rivers. Arrangements had been made for the Supreme 
Court to hear the arguments in this reference in May, but 
the formidable array of counsel, who had been briefed on 
both sides, found the time inadequate for the preparation 
of their cases and the hearing was postponed until Septem- 
ber. But even when the verdict of the Supreme Court is 
available, an appeal to the Privy Council, as Premier King 
indicated in one speech, will inevitably follow and, since 
the Government has intimated that it must await a legal 
definition of its exact rights before it can formulate any 
final policy, no further progress with the solution of the 
waterway problem can be expected for another year. 
However, the Government did see fit to table the corres- 
pondence which it had been conducting with Washington 
on the subject and it revealed the Coolidge Administration 
pressing for a convention which would permit the immediate 
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commencement of the waterway, and the King Govern- 
ment, while accepting the principle of the project, refusing 
to make any definite commitments until a solution of certain 
difficulties had been found. 

The Conservatives, conscious that public opinion was 
becoming increasingly nervous about the population 
problem, bent every effort to bring the immigration 
issue into the foreground. Among other cases the cause 
célébre of the McConnachie family, wherein the regulations 
of the Immigration Law, notoriously often relaxed under 
pressure of political influence, were rigidly interpreted 
against the child of a Scots veteran, provided them with 
useful ammunition for a comprehensive arraignment of the 
Government’s immigration policy. Faced with charges 
that the administration of the Immigration Department 
was inefficient and not incorrupt and that it was unsympa- 
thetic to the encouragement of British immigration, the 
Government authorised the standing committee on immi- 
gration and colonisation to undertake an investigation of 
the immigration problem in all its aspects. This com- 
mittee held numerous sittings and examined a list of 
authoritative witnesses, but the report which it eventually 
produced was generally rated a disappointing document. 
It gave the Immigration Department a clean bill of health 
in regard to charges of corruption and it suggested a number 
of useful administrative reforms, notably a reversal of the 
unpopular policy which had transferred the medical exami- 
nation of prospective Canadian immigrants from British 
to Canadian doctors. It declined to sustain the charge 
that an undue preference was being shown to immigrants 
from the continent of Europe and it made suggestions for 
the better co-ordination of the work of different agencies 
concerned with immigration. But it signally failed to 
sponsor any new immigration policy of a comprehensive 
character which would facilitate the transfer of a larger 
annual contingent of Britain’s surplus population to the 
Dominion, and this lacuna evoked sharp criticism 


169 





Canada 


However, the Conservatives had earlier in the session put 
before the country a constructive immigration policy, 
worked out by Major-General A. D. Macrae, M.P. for 
North Vancouver, which offered an elaborate plan for the 
settlement of ten million people in western Canada and 
suggested State expenditure for this purpose on an un- 
precedented scale. 

Imperial and foreign affairs received as usual an attention 
from Parliament altogether inadequate to their importance. 
The Government announced its decision to establish 
Ministries at Paris and Tokio and, while the Paris legation 
aroused little criticism, sharp exception was taken to the 
Tokio adventure in diplomatic expansion. The Conserva- 
tives moved a reduction of the vote for this legation and 
took the line that it was an unnecessary, expensive and 
dangerous move, and that the policy of diplomatic separa- 
tism upon which the King Government had embarked 
was incompatible with the maintenance of a common 
foreign policy and must sooner or later impair fatally the 
solidarity of the Commonwealth. The defence of the 
Government was that these new developments were the 
inevitable corollary of the constitutional resolutions of the 
last Imperial Conference and that Canada’s assumption of 
diplomatic responsibilities would strengthen instead of 
weaken the fabric of the Commonwealth. A resolution by 
Miss Macphail advocating the establishment of a special 
department for the promotion of international peace 
elicited from the Premier an exposition of the peace-making 
activities of his Ministry, which in. his view rendered 
such a department superfluous, and also an explanation 
of the reasons which led him to refuse adhesion to the 
Anglo-Egyptian Treaty. 

In the end the sharpest controversies of the session had 
their origin in two private Bills which sought authority for 
the duplication of the capital of two of the largest corpora- 
tions in Canada, the Sun Life Insurance Company and the 
Bell Telephone Company. The radical elements opposed 
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the Sun Life Bill on the ground that it unduly favoured 
the shareholders at the expense of the policy-holders and 
in the case of the measure of the Bell Telephone Company, 
which is a subsidiary of the American Telephone and 
Telegraph Company, a campaign by the press of Ontario 
against a reorganisation of its capital which might penalise 
telephone users and increase the profits of a great American 
corporation, produced opposition from different quarters 
of the House of Commons. The opposition forces resorted 
to blockading tactics and, as the time allocated to private 
Bills is limited, they succeeded in killing both measures. 

The session, as the weeks slipped by, found the Senate 
in a sullen and rebellious mood. It held secret sessions, 
it made passionate protests at the contempt shown for 
its wishes in the arrangement of public business, and it 
adjourned in disgust for more than a month through sheer 
lack of business. Its members are tired of the work 
involved in acting as arbiters of marital differences for the 
provinces which do not possess divorce courts and this 
session the Senate passed for the second time a Bill con- 
ferring jurisdiction in divorce cases upon the law courts 
of Ontario. But this proposal is obnoxious to the Catholic 
Church and, after Mr. Lapointe, the Minister of Justice, 
had intimated his aversion to it, the House of Commons 
made no effort to deal with it. ‘Thereafter, the Conserva- 
tive members of the Senate served an ultimatum upon the 
Government that next session they would refuse to under- 
take any work in connection with divorce cases from 
Ontario. 

No new reputations were made during the session, but 
the accession of strength which the admission of Colonel 
Ralston, Mr. Euler, and Mr. Malcolm, Ministers respec- 
tively of National Defence, National Revenue and Trade 
and Commerce, has brought to the Cabinet was again 
demonstrated. There are rumours of a reorganisation of 
the Ministry before another session is faced; several 
retirements are expected, including that of Mr. Lapointe, 
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who, it is taken for granted, will take advantage of a vacancy 
which will occur in the Supreme Court within the next 
year. Mr. Bennett showed a studied moderation in his 
parliamentary tactics and by the end of the session had 
gained the respect of both his followers and opponents. 

Mr. Bennett has spent part of the summer in speech- 
making tours which took him first to the eastern townships 
of Quebec and then to the maritime provinces. They 
provided him with his first opportunity, since he assumed 
the party leadership, of establishing contact with his 
followers and the voters at large, and everywhere he met 
with a cordial reception. In his speeches he maintained 
a steady indictment of the King Government based chiefly 
upon the vacillating nature of its fiscal policy, the inade- 
quacy of its efforts to halt the southward exodus or at least 
to fill the gaps left by it through vigorous encouragement 
of British immigration, and the separatist tendencies of 
its constitutional and diplomatic adventures. Premier 
King on his part, before he sailed to fulfil his engagements 
in Europe, made a brief visit to western Canada and in a 
few speeches which he delivered in his own constituency 
of Prince Albert and elsewhere defended the record of his 
administration ; he argued that the wisdom of its fiscal 
policy was demonstrated by the general prosperity which 
prevailed and that its course in Imperial affairs enhanced 
the political dignity of Canada and did not impair the 
essential unity of the Commonwealth. 

Since the prorogation of Parliament, Federal politics 
have been sunk in peaceful torpor, and no by-elections 
have taken place. But there has been considerable activity 
in the provincial field and the result of provincial elections 
in British Columbia and Nova Scotia has offered an almost 
even measure of encouragement to both the major parties. 
In British Columbia a Liberal Ministry, which had been 
in power for twelve years and had obviously outstayed its 
welcome, was decisively defeated on July 18 by the Con- 
servatives, who secured 35 seats out of the 48, and now 
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possess a commanding majority in the local legislature. 
Dr. Simon Tolmie, the Conservative leader, has formed a 
Ministry whose representative character has elicited general 
approval. The contest in Nova Scotia, which took place 
on October 1, was altogether unexpected as the provincial 
legislature elected in 1925 had still nearly two years of its 
appointed term to run. At the last election the Liberals, 
who had been continuously in power for more than forty 
years, went down to defeat in a welter of scandals, and the 
Conservatives came back in possession of 40 out of the 
43 seats. They proceeded to fulfil their pledge of abolishing 
the Upper Chamber or Legislative Council, and owing to 
the intelligible obduracy of most of its members only 
accomplished their object after a severe struggle. In his 
election manifesto Premier Rhodes defended the premature 
dissolution of the legislature on the ground that the 
abolition of the Legislative Council was a change of major 
importance, and that it was in conformity with sound 
constitutional practice and democratic principles to permit 
the voters to elect representatives armed with a fresh 
mandate to exercise the increased authority conferred 
upon the Assembly. The Liberals for their part denounced 
the dissolution as a piece of sharp political practice and 
arraigned the Rhodes Government for its failure to 
fulfil a number of its other pledges. There was even in 
Conservative circles little expectation that the Rhodes 
Ministry in a traditionally Liberal province would retain 
its overwhelming majority, but nobody was prepared for 
the actual closeness of the result. ‘The polls revealed that 
the Conservatives had lost no less than 17 seats to the 
Liberals, and were left with a bare majority of three, the 
figures being 23 to 20. Moreover, four members of the 
Rhodes Ministry were defeated, and it finds itself in a 
position of considerable embarrassment. Even as things 
are, the election of a Speaker would reduce the Govern- 
ment’s majority to two, but at least one of the vacancies in 
the Ministry must be filled before the Assembly meets 
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early next year, and a defeat at the by-election, which 
will be necessary, would render the Government’s position 
untenable. So the Liberals of Nova Scotia, feeling they 
have their opponents at their mercy, are naturally jubilant 
and the party generally finds consolation in the Nova 
Scotia result for the reverse in British Columbia. 

Last month saw the arrival of Sir William Clark, the 
new British High Commissioner at Ottawa, and he has lost 
no time in actively assuming his new duties. He has 
received a most cordial welcome from the Canadian press 
and public, and the interesting experiment with which 
he is associated has been inaugurated under the happiest 
auspices. In an interview given after landing at Quebec 
he asserted that his status would be identical with that 
of Mr. Larkin, the Canadian High Commissioner in 
London, and his chief function would be to form an effective 
link of liaison between Ottawa and Downing Street. He 
will shortly be followed to Ottawa by M. Jean Knight, 
whom the French Government has appointed as its first 
Minister to Canada, and as a complement to this move, 
M. Philippe Roy, who has served for many years as 
Canada’s High Commissioner in Paris, has been elevated 
to the rank of Minister. No appointment to the Tokio 
Ministry has been made, but the Manitoba Free Press, 
in a recent editorial, predicts that before long Canada’s 
diplomatic service will be expanded to ensure direct 
diplomatic relations with more than the three countries 
for which Ministries have so far been sanctioned. 


IJ. British Miners anD THE CANADIAN Harvest 


HE last forty years have witnessed the transformation 
of the vast prairie plain of Canada, which stretches 
from the Great Lakes to the foot-hills of the Rocky Moun- 
tains, from a wilderness which had no human population 
save Indians and a few white traders and hunters, into one 
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of the great granaries of the world and a scene of varied 
agricultural and industrial activity. The crops which it 
yields have become the chief economic buttress of the 
country’s national economy, and every year from seed- 
time onwards their fortunes are watchfully followed both 
at home and abroad, and by none more anxiously than 
by the Canadian business community, which is keenly 
conscious that its own prosperity for another twelve 
months is indissolubly linked up with the fate of the 
western harvest. This year the normal interest in this 
harvest was accentuated by the fact that the experiment 
was being tried of utilising the muscles and intelligence of 
a large contingent of unemployed British miners in the 
grain fields of the prairies. More man-power is required 
to reap a crop than to sow it, and in the past every autumn 
has seen a powerful reinforcement of auxiliary labour 
brought to the assistance of the prairie farmers for their 
most strenuous season. Part of this reinforcement has 
come from the strange tribes of “ hobo” labourers, who, 
after having helped to plant the cotton crop of the southern 
States, start about midsummer in the fields of Texas, 
follow the grain harvest northwards as it ripens in successive 
weeks in different latitudes, and reach the Canadian 
prairies about the middle of August. But the best supply 
of special labour reinforcements has for many years come 
through special harvest excursions arranged at low rates 
by the railway companies for the transportation of young 
farmers of the eastern provinces, who have finished their 
own harvest, and want to earn some extra money in the 
West. By August also, employment is often dwindling 
in the cities and towns, and a certain volume of casual 
labour drifts out to the prairie farms. But even with 
these reinforcements, if the crop is above the average 
volume, there is usually a shortage of labour in the West 
during September, and the farmers have then to compete 
for the available labour and pay very high wages. 

In 1923, when a heavy harvest presaged a demand for 
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additional labour, arrangements were made by the railway |} 
and steamship companies in co-operation with the British 
and Canadian Governments to bring out some 12,000 | 
unemployed British workers for the western harvest. The | 
experiment met with reasonable success, and a considerable | 
proportion of the men who participated in this adventure, | 
remained as permanent residents of Canada. This year | 
again, the abundant harvest, which authoritative crop | 
surveys, since confirmed by actual results, forecast | 
in July, seemed to offer a good opportunity for a repetition 
of the experiment and negotiations entered into between 
Ottawa and London culminated in a scheme for the 
recruitment of 10,000 unemployed British miners for the 
western harvest. ‘The decision was taken to restrict the 
experiment to miners, partly because they were the worst 
sufferers from the malady of unemployment and partly 
because, living as they do for the most part in small villages, 
they have more acquaintance with the elementary facts of 
rural life than the average British factory worker who, 
cooped up in large cities, is divorced from all contact with 
agriculture. ‘The railway and steamship companies under- 
took to transport the miners for very low fares, and the 
British Government furnished a small subsidy by way of a 
maintenance fund for the journey. The Canadian Govern- 
ment for its part undertook to give the miner harvesters 
careful supervision and guidance during their journey, and 
to utilise all its administrative resources for the provision 
of satisfactory employment. No guarantee was given about 
wages, but hopes were held out that it would be possible 
to earn from $3 to $5 per day at harvest work in addition to 
board and lodging. 

The labour exchanges in Britain were utilised as the 
places of recruitment for the expedition, and within a few 
days of the announcement of the scheme the officials were 
besieged with more applicants than could possibly be taken. 
A preference was given to younger men who had no 
dependents, and a certain number were rejected in the 
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medical inspection upon which the Canadian authorities 
properly insisted. In the end, moreover, lack of steam- 
ship accommodation forced the curtailment of the original 
quota of 10,000 to 8,500 and, accordingly, it was easily 
filled with a very satisfactory class of recruits. Many of 
them had seen service during the war and their sense of 
military discipline was a stabilising factor at different 
stages of their journey. The behaviour of the miners on 
board the different ships was almost irreproachable, and 
if the propensity of groups of militant Socialists to sing 
the “ Reg Flag” disturbed some of their fellow-voyagers 
in first class saloons, reassurance soon came from the 
fervour with which they also sang unimpeachably patriotic 
songs. Observers who sailed with them were impressed 
by their cheery demeanour and sturdy physique, and 
reported that Canada was receiving a very promising body 
of immigrants. All arrangements for their transportation 
to the West worked smoothly, and while a few were landed 
at Halifax, the great majority first set foot on Canadian 
soil at Quebec, where trains were waiting to take them 
straight through to Winnipeg. In Canada private employ- 
ment agencies have been practically abolished, and the 
Government, through the employment service branch of 
the Labour Department, undertakes the task of co-ordinating 
supplies of labour with demand. ‘The officials of the 
employment service had carefully prospected the farm 
employment situation beforehand, and had, awaiting the 
arrival of the miners, a long list of farmers who were 
willing to employ them. Ina country of such vast distances 
as Canada personal interviews between harvesters and their 
prospective employers are usually impossible. The practice, 
therefore, is for the farmer to state how many extra workers 
he requires and what wages he will pay, and if a harvester 
accepts the terms offered, he is given transportation to the 
nearest railway station and proceeds to his job. 
Comparatively few of the miners had to wait any length 
of time in Winnipeg before harvest work was available for 
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them, and they were soon scattered over the three prairie 
provinces. Now, among the farmers of Canada, as of 
other countries, there are good and bad employers, and 
upon their character and temper the fate of the miner 
harvesters often depended. Many of them found them- 
selves being driven from the railway station to their 
destination in comfortable motors, and given a cordial 
welcome and comfortable quarters. But others, who were 
assigned to struggling homesteaders, met with a less cordial | 
reception, and thought the cottages which they had — 
left behind in Durham and Lanarkshire comfortable 
havens of rest in comparison with the outhouses in which 
they were asked to sleep. ‘There were cases, too, where a 
group of miners was, through an error of officialdom, 
sent out to points where all the labour demands had already 
been filled ; for instance, the local Press of Saskatchewan 
reported a group of miners stranded in this plight at 
Rosetown, near Saskatoon, in the closing days of August. 
But honest attempts were immediately made to correct 
such mistakes once they were discovered, and by the 
beginning of September the number of miners who had not 
been given an opportunity to work at the harvest was 
negligible. 

Sympathetic farmers gave the miners whom they em- 
ployed careful instruction in the tasks allocated to them, 
and allowed them to get broken gradually into their new 
work, and under such circumstances they soon became | 
competent harvesters. Undoubtedly many of them, es- 
pecially as their muscles must have been softened during | 
the long journey from Britain, found the long harvest day, 
which lasts from sunrise to sunset, a little too strenuous 
for physical powers which had been adjusted to an eight- | 
hour day, and welcomed each night-fall as a relief from a 
trying experience. But sheer grit and the innate cheerful- 
ness of the average British worker carried most of them 
through the hardening process, and enabled them within | 
two weeks of their arrival to give complete satisfaction | 
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to their employers. Others, however, fared less happily, 
and there were, no doubt, some cases of unfair treatment. 
Stern taskmasters who found miners during the early 
stages of their harvesting career incapable of a sustained 
day’s work, often showed scant generosity of heart and 
insisted that, if the full day’s work for which they had agreed 
to pay could not be accomplished, lower wages must be 
accepted. In some cases, men who broke under the strain 
were summarily dismissed, and there were some cases of 
farmers ready to discharge miners who were doing their 
harvest work quite competently because Ukrainians or 
other workers of foreign extraction appeared and offered 
to work for lower wages. The plight of the miner who 
met with such treatment was indeed hard. If he refused 
to accept a cut in the promised wages or was discharged 
for other reasons, he found himself friendless and alone, 
far from his home and even from Winnipeg where the 
helpful employment officials were stationed. He had 
before him the alternative of hunting another job in the 
surrounding countryside or of trudging back across the 
prairie to Winnipeg, as rarely would he have any funds 
left for a railway ticket. Not a few of the miners, who 
through unfortunate circumstances were left derelict, 
tramped several hundred miles into the Manitoba capital 
begging meals at farms which they passed. The Manitoba 
Free Press, in its issue of September 6, surveying the ex- 
periment when it had been well launched, made the follow- 
ing observations : 


The 6,000 new arrivals have not found everything to their liking, 
Here and there over the three provinces milk and honey have not 
appeared by magic; here and there in an area greater in extent than 
the whole of the United Kingdom, the sun has not shone at the 
right moment to please farmers and harvesters alike ; here and there 
also farmers rushed off their feet and anxious for the safety of their 
crops have had little patience with inexperienced hands; here 
and there miners accustomed to the eight-hour day, have found 
the sun-up to sun-down hours a little too rich a mixture for their 
blood. But, by and large, the men have got into the collar with 
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the same fine degree of tenacity which the 12,000 harvesters of 1923 


have shown, as is evidenced by the large proportion which remained 
in the country. 


There is, of course, the percentage of grousers and ne’er-do-wells ; 
there are also cases of genuine grievances. For the latter, every | 
sympathy must be shewn and every effort made to help them get | 
on their feet ; for the whiners another course might be adopted. 
The Honourable Thomas Shaw recently said that Britain was | 
too proud to send men to Canada who were not wanted at home. | 
It might be suggested that Canada is also too proud and too busy | 


to have men hanging about whose chief contribution to Canada’s | 
welfare is vocal. 


However, as the days rolled by, a substantial contingent | 
of dissatisfied miners foregathered in Winnipeg and 
proceeded to hold meetings and air their grievances in 
vociferous fashion. ‘Their hardships lost nothing in the 
telling, and they were stimulated to this form of activity 
by local Labour leaders who had from the first viewed the 
influx of a large body of British workers with grave sus- 
picion as a dangerous increment to the labour supply of the 
Dominion. Indeed, the Trades and Labour Congress 
of Canada, when it held its annual conference in Toronto 
in September, roundly denounced the experiment, and 
for its appeasement, Mr. Peter Heenan, Minister of 
Labour in the King Cabinet, apparently regardless of the 
doctrine of collective Ministerial responsibility, virtually 
repudiated the scheme as the product of other minds 
than his own, and made the charge that before the miners , 
left Britain, they had been misled by gross misrepresenta- , 
tions to the effect that they could easily find employment 
in the Canadian coalfields, where, according to Mr. Heenan, | 
a surplus of labour already existed. Propagandists of the 
Communist faith were also busy, and there was freely 
circulated among the disgruntled miners a pamphlet 
portraying the scheme as a vile conspiracy whereby the 
ruthless capitalists of Britain were getting rid of labour 
which they no longer wanted, and the equally sinful | 
capitalists of Canada were securing a reinforcement of 
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labour supply for the purpose of depressing wages. 
The officials of the Canadian Department of Immigration 
having become fearful that the publicity accruing from the 
complaints of the dissatisfied miners might have unfortunate 
reactions in Britain unless it was checked, decided that the 
best course was to ship home the misfits with all speed 
and be rid of them. The railway and steamship companies 
agreed to facilitate their repatriation, and several parties 
of malcontents were despatched homeward in quick suc- 
cession. It happened that while the first party of these 
malcontents was being mustered in Winnipeg, they were 
housed in the Immigration Hall, and, as they were being 
fed and lodged at the expense of the State, the authorities 
felt justified in stationing a guard of Mounted Police over 
them to prevent their intercourse with local Labour 
agitators. 

At this point there arrived in Winnipeg the party of the 
British Empire Parliamentary Association which had been 
touring Canada as the guests of the Dominion Government, 
and its British members were naturally interested in the 
fate of the miners. The British Labourites of the party 
were inevitably the recipient of doleful tales of woe from 
the miners who were awaiting repatriation, and the sym- 
pathies of Mr. Thomas Johnston, M.P., and a colleague 
were so worked upon that, finding the miners under 
guard, they issued a statement condemning the Canadian 
authorities for their conduct in depriving British citizens 
who had committed no crime of the elementary rights of 
freedom; another criticism offered was that blankets 
issued to the miners were removed during the day-time, 
but the immigration officials could offer the defence that 
this precautionary step had only been taken after a number 
of blankets had completely disappeared. Equally ground- 
less was a complaint dating from an earlier stage, that an 
escort of two members of the Mounted Police had been 
attached to every train which carried miners to the West. 
The fact is that since trains which run through more 
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than one province are under Federal and not provincial 
jurisdiction, and the Mounted Police is the only Federal 
police force in existence, it had been the custom for years 
to place “‘ mounties ” on every harvester train for the pur- 
pose of restraining the turbulent spirits who often join 
these excursions. There was no desire to place any res- 
traint upon the miners if their behaviour was normal, 
and the precautions taken later at Winnipeg had reasonable 
justification behind them. However, the statement of 
so prominent a Labour leader as Mr. Johnston was bound 
to carry some weight, especially in Britain, where it received 
widespread publicity, and the Canadian Immigration De- 
partment found itself subjected to a severe arraignment 
both in the domestic and the British press. ‘There were 
frank demands for an investigation of the treatment ac- 
corded the miners and considerable disquietude about the 
whole experiment began to prevail on both sides of the 
Atlantic. Then Mr. Ramsay MacDonald performed a 
very useful service in steadying public opinion in both 
countries by an admirable speech delivered to the Ottawa 
Canadian Club on September 8, in which he pleaded for 
the acquisition of a saner perspective about the miner 
harvesters, and, after pointing out that, taking all circum- 
stances into consideration, the proportion of misfits was 
remarkably small, offered the verdict that the scheme had 
been well worth trying, and had the prospect of bearing 
valuable fruit. And the good work of restoring con- 
fidence about the experiment was carried on by two other 
Labour members of the Empire Parliamentary party, 
Mr. David Kirkwood and Mr. Hall, who, after making 
careful personal investigations respectively in the district 
around Saskatoon and Edmonton, were able to declare 
themselves satisfied that the great majority of the miners 
had found employment at reasonable wages, and were 
pleasing their employers, and that the few cases of misfits 
which they had encountered owed their failure to their 
own disabilities, mental or physical. The cumulative 
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effect of these pronouncements was excellent, and the 
miners who had arrived home did not find such audiences 
as they could collect ready to credit offhand their terrible 
tales of the awful hardships which awaited honest British 
workers in the Canadian West. 

In the end, however, it was deemed wise to ship home 
some 800 miners who had not, for different reasons, played 
any serious part in the réle of harvesters. Only these 
got any public assistance for their repatriation, but during 
October other groups and individuals began drifting 
homeward, and at the time of writing it is estimated that 
almost 3,000 have gone back. Some of these were com- 
pletely dissatisfied with their adventure, but others were 
well pleased with their experiences, and intended to return 
after they had settled up their affairs at home or raised 
enough money to bring out their families. Accordingly, 
there still remain in the West about 5,500 of the miners 
who were brought out to help in the harvest. Such of 
them as have had steady employment have been able to 
save considerable money ranging from Ioo dollars upwards, 
and could go home if they so elected. But most of them 
seem determined to try to secure a permanent foothold 
in Canada, and for many, farm employment should be 
available for almost another month unless winter descends 
prematurely. Apparently a number of the miners who 
still remain in the West find that the winter wages available 
will not enable them to make any remittances home, and 
therefore they are intelligibly anxious about the fate of 
their wives and families during the winter. As the result 
of representations on this point made by its Canadian 
Legion, the British Empire Service League has approached 
the Overseas Settlement Board with the suggestion that 
funds should be found to tide over the winter for the 
families of miner harvesters who are honestly trying to 
make good in Canada and public money might be expended 
for worse purposes. 

The real testing time for the experiment will come 
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when the snow begins to fly, and the stern grip of King 
Frost shuts down all outdoor work in the fields. Farmers 
in the West, who, in many cases, have few livestock, will 
then reduce their employees, and, while some miners may 
be retained, a number will be compelled to find other 
avenues of employment. The Federal Government, through 
a letter written by Mr. Egan, the Deputy-Minister of 
Immigration, is practically pledged to see that they do not 
drift into the towns and glut their labour market, and for 
this reason the Federal Labour Department, in co-operation 
with the Labour department of different provincial govern- 
ments, is bendiug every effort to get miners placed in the 
country for the winter. If they can only surmount 
their first winter in the Dominion, their future should be 
easy, as Canada has obviously entered upon another era 
of economic expansion, and work of all kinds should be 
plentiful in the spring. On the whole, therefore, the 
experiment can be rated as quite successful, in view of the 
difficulties that had to be faced and it affords considerable 
encouragement to those who believe that British indus- 
trialists can be transformed without much difficulty into 
Canadian farmers, and that it is foolish to restrict British 
immigration to trained agriculturists and domestic servants. 
Whether, however, the prairies could absorb each autumn 
a similar contingent of British unemployed is a doubtful 
matter. This year has seen an enormous advance in the 
popularity of the new machine known as the “‘combine” 
which reaps and threshes grain by an almost simultaneous 
process. It is perhaps more suitable for regions where 
weather conditions permit the uniform ripening of grain, 
as its best results are only obtained when grain is dead ripe, 
but the machine has so many advantages that it has ob- 
viously come to stay. Its general adoption will eliminate 
the necessity for a great deal of manual labour at harvest 
time, and there will probably be a steady diminution of 
the demand for auxiliary labour supplies for the western 
harvest. 
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But, perhaps, the general trend of Canadian opinion 
about the experiment can be best appraised through 
editorial quotations from two papers with a completely 
divergent outlook. Toronto Saturday Night, a weekly 
‘of conservative tendencies, offered the following comments 
in its issue of October 13: 


The experiment has obviously succeeded beyond the expectations 
of Canadians who had knowledge of the difficulties to be faced, 
and perhaps better than it deserved, in view of the haste and 
inadequacy of organisation which preceded the excursion. Another 
year, with better preliminary work, which would forestall men 
ignorant of Canadian conditions being sent to places where no 
work was available, as happened in some instances this year, we 
may hope for even better results. 


And almost simultaneously the Graingrowers’? Guide of 
Winnipeg, which voices western agrarian opinion and had 
enjoyed special opportunities for following the fortunes 
of the miners, delivered the following verdict : 


We have had only two experiments with British harvesters, and 
considering everything, the results have been highly favourable. 
The railway companies, the governments and the farmers who have 
employed them should have learned enough as a result of these 
two experiments to make it an annual event with ever-increasing 
success. ‘Those who have gone back to England, because they are 
failures, are naturally going to be pretty loud in their complaints. 
That is human nature the world over. But the British people 
are accustomed to that sort of thing, and it is contrary to British 
tradition and British spirit to accept at its face value the evidence 
of men who are admittedly failures. The British people are not 
failures. The whole history of the British race indicates and 
demonstrates that there is no better people on earth to tackle a 
hard job. The harvesters should be given the facts and nothing 
but the facts before they are recruited, and as far as possible, every 
one physically unfit should be eliminated. Those who do not want 
to work should be left at home. The balance of them will make 
good and most of them will remain in Canada and establish homes 
for themselves and their families, and become the very type of citizen 
that Canada requires and is seeking. 


Canada, 
October 27, 1928. 





AUSTRALIA 


I. Tue Financirat AGREEMENT 


HE 1927 financial agreement between the States and 

the Commonwealth has now been ratified by all the 
States, and as far as the Constitution permits, by the 
Commonwealth also,*which has passed an Act providing 
for the agreed payments to be made for the two-year 
period ending June 1929. ‘The constitutional power to 
make the agreement secure is being sought by referendum, 
and the prospects of success are unusually bright. In the 
last twelve months, however, some significant changes have 
taken place which throw new light on the situation, and the 
inevitable delay has been on the side of doubt. ‘The most 
important of these developments have been the appoint- 
ment of a Royal Commission to inquire into, and report 
upon, the workings of the Constitution, and the occurrence 
of a substantial Commonwealth deficit for the year ending 
June 30, 1928. The acceptance of the agreement as a 
permanent measure must be authorised by a majority of 
the States and a majority of the electors of the Common- 
wealth, voting at a referendum and the present Government 
must be returned to power at the general election to be 
held on November 17 simultaneously with the referendum. 
If the Bruce Government is again returned to power and 
the constitutional amendment is carried, Parliament may 
then reconsider the agreement in the light of any proposals 
of the Royal Commission now sitting, which may involve 
the Commonwealth in increased expenditure, and in view of 
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the financial outlook of the Commonwealth for the next 
few years. 

The action taken by the Commonwealth Government 
last year in challenging a section of its own supporters has 
worn the appearance of heroic statesmanship, for it brought 
matters to a head and forced a settlement. The generous 
offers to the States which followed, and formed the basis 
of the agreement, the waiving of previous arguments against 
such payments, and the ingenuity with which it has sought 
to kill two birds with one stone, have crowned the achieve- 
ment with a good deal of glory. There is heartfelt relief 
at the hope of a settlement after eight years of apparently 
endless wrangling, and twenty years of uncertainty before 
that. If it had been possible to arrive at a final decision 
by the consent of the State Parliaments, achievement might 
have been carried through on the full tide of popular 
acclamation. Opposition then seemed to be based on 
petulance and chagrin that the wrong party had the good 
fortune to hold office at the appropriate time, and within 
the dominant parties opposition was based upon obsolete 
and impossible views about State rights. 

The obligations to be accepted by the Commonwealth 
are that it shall contribute towards the payment of interest 
on State debts an amount equivalent to the per capita pay- 
ments made in 1926-27 until such time as the State debts 
then owing have all been redeemed. In addition the 
Commonwealth is to pay towards a sinking fund 2s. 6d. per 
annum for every {100 of State debt owing on June 30, 1926, 
and ss. per annum for every {100 of State debt incurred 
after that date in pursuance of the agreement, the States 
in each instance contributing the balance of a sum of Ios. 
per {100 towards the sinking fund. The Commonwealth 
shall also increase the interest paid on properties trans- 
ferred at federation from 3} per cent. to 5 per cent., a rate 
corresponding to the present rate of interest. The interest 
payments have now been made to the States under the 
authority of a temporary Act which leaves the control of 
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the debts to the States themselves. The sinking fund 
contributions are to be paid to the Commonwealth National 
Debt Commission, which is required to purchase and cancel 
the appropriate State securities. The total payments in 
respect of interest for 1927-28 were £984,139 in excess 
of the per capita payments for the previous year, and about 
£830,000 more than the payments would have been if the 
per capita basis had been continued. 

The obligations of the States and the principles of the 
Loan Council have been described in these pages.* For 
some States the sinking fund contributions will be reduced, 
but the total contributions for all the States will be larger 
than at present and special provision is made for loans 
raised to meet floating deficits for which a special sinking 
fund is provided, to be raised solely by the State concerned 
and at a much higher rate per cent. 

The agreement is based upon the assumption that the 
present high rate of increase in the growth of population 
(2 per cent. per annum, of which about one quarter is by 
immigration) will be maintained, and also the income per 
head. ‘The effects on the parties will depend on the varia- 
tions in this increase, if the rate goes up in any parti- 
cular State the Commonwealth will benefit; if it goes 
down the State will benefit. Ifthe increase for Australia 
is maintained at the present rate, the States will benefit for 
about the first twenty years, and the Commonwealth later, 
as the proportions of the fixed payments to the increasing 
total revenues decline. The agreement meets the more 
urgent present needs of the States and temporarily gains for 
them the practical point of their insistence on per capita 
payments. ‘Twenty years is a long time for any such agree- 
ment to last. It provides the funds they need, at a price 
which they are willing to pay, the abandonment of their 
so-called moral rights to share in customs revenues, and 
of their sole control over their loan policy. The agreement 
limits the financial capacity of the Commonwealth in the 

* See Tue Rounp Taste, No. 69, December 1927, pp. 181-190. 
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immediate future, including its capacity to make special 
grants to necessitous States, to assist in “‘ development,” 
and at the same time to proceed with its programme of 
general welfare through social provisions of various kinds, 
When the constitutional amendment is made, the Common 
wealth will become responsible for the State debts. The 
effect of this may be to place the financially weaker States 
in a stronger position, for their creditor will be the Common- 
wealth and their claims for assistance may become claims 
to cancel part of their liabilities. 

From some points of view one of the most important 
aspects is the constitutional one. It is necessary to amend 
the Constitution to give effective power over the manage- 
ment of Australia’s public borrowing, and the proposal is 
virtually to incorporate the agreement in the Constitution. 
The terms of the proposed amendment are part of the 
agreement, and they provide that the Commonwealth may 
make agreements, which may be varied only by the unani- 
mous consent of the parties. This makes the present 
agreement virtually a constitutional amendment. As the 
Attorney-General said in his speech on the Bill for the 
temporary measure on March 15: “ We shall wait long 
before another proposal unanimously approved by the 
seven governing authorities of Australia is brought before 
this Parliament for ratification.” 

The special circumstances which brought about this 
agreement are not likely to recur. There may be proposals 
for a reduction all round in the sinking fund contributions, 
but the publicity associated with such a change, and its 
effects abroad, make this improbable, so that the agreement 
to be presented to the electors in November is to be vir- 
tually a constitutional limitation to operate for the next 
half century. The temporary measure was introduced in 
the House of Representatives on December 14, 1927, by 
the Prime Minister. Three months elapsed before the 
Opposition was called upon to make its reply. On March 7, 
1928, Mr. Charlton, the then Leader of the Opposition 

189 





Australia 


moved for a postponement, “until Parliament has had 
an opportunity to discuss a comprehensive scheme of 
constitutional reform, including the evidence taken before 
the Royal Commission now sitting and its proposals when 
made.” 

The Labour objectors concentrated on the immediate 
cost to the Commonwealth. In his speeches on March 7 
and 16, Mr. Charlton stated the Opposition objection in 
the following words :— 


I pay a tribute to the State Premiers, who are very clever men. 
The Commonwealth Government took the first trick in the game by 
repealing existing legislation and holding a bludgeon over the 
States; but the States took the next trick and compelled the Common- 
wealth Government to grant something much better than was 
originally offered.... We are giving too much away... . We 
have to rely chiefly on the customs and excise for our revenue. 
If we are to have an effective protective policy, the revenue from 
these sources will fall year by year. Revenue has gone down con- 
siderably during the last eight months. . . . If we take over child 
endowment, the payment of widows’ pensions, any scheme of 
unemployment insurance, or the whole system of industrial arbitra- 
tion, it is quite clear that we shall be committed to a far heavier 
expenditure than that which we have to meet at present.... The 
Commonwealth must in the future take over considerable obligations 
from the States. ... It would be illogical and unsound to allow 


the States to draw more money after being relieved of many of their 
obligations. 


The measure passed into law in the face of this opposition 
and also all opposition from “ State’s righters.” In the 
course of the debate, the new Leader of the Opposition, 
Mr. Scullin, went so far as to say “ this Parliament should 
not surrender any portion of its control over the national 
finance.” The Labour view is that the Constitution 
should be reconsidered with a view to giving increased 
powers to the Commonwealth and that in the meantime 
payments to the States should continue to be made on 
a per capita basis. 

When Parliament reassembled for its final session in 
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September, the Bill for the referendum unexpectedly 
passed through all stages in the House of Representatives 
in one day—the Prime Minister’s introductory speech had 
been delivered previously. The Leader of the Opposition 
declared that they would not oppose a provision that 
agreements can be made, but they would oppose the 
particular agreement in the new Parliament. The refer- 
endum is therefore likely to be passed, but its effectiveness 
will depend upon the new Parliament. The agreement 
provides for permanent ratification before July 1, 1929, but 
It is quite possible that the opposition will be strong 
enough to effect some postponement. A further agreement 
may then become necessary. If, for instance, this year’s 
shrinkage in customs duties continues, the Commonwealth 
may no longer be able to count on its present high propor- 
tion of revenue from customs. In that event the Govern- 
ment may feel itself unable to carry out the terms of the 
present agreement even though it originally proposed 
them. 

The referendum itself is reminiscent of the proposal 
brought forward in 1926 for the transfer of powers from 
the Parliaments of the States and the Commonwealth to 
an independent authority. ‘This idea is quite in fashion 
at the moment, and in this case the authority is to be the 
Conferences between Commonwealth and State Govern- 
ments. One of the most important tasks of the next 
Parliament will be to determine how far this principle 
may be extended. There is not likely to be any organised 
opposition to the referendum, except in Western Australia, 
which was the last State to ratify the agreement, and which 
did so with considerable reluctance. The opposition 
fastened upon the agreement itself, and passed over the 
immediate benefits to the States. The more militant 
Western Australian members in both the Federal and the 
State Parliaments are sure that in the long run their State 
will lose, because they are convinced that Western Australia 
is going to increase its population very rapidly. South 
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Australia may prefer that the settlement should wait until 
her own grievances have been attended to. The official 
answer is that special payments to necessitous States 
must be considered separately and that even in the long 
run, the States cannot lose. It is claimed that the benefits 
from lower interest through the control of State debts 
will exceed {1,500,000 a year as soon as the new conditions 
become effective. The expected compensations are an 
appreciation in credit, lower interest rates, and greater 
security and stability in State finance. How far these 
benefits may actually materialise is very difficult to say. 
They are probably exaggerated. The habit of overseas 
investors of spreading investments as though the Australian 
States were quite separate entities may be overcome, but 
the London loan market is already well organised. More 
substantial benefits may accrue from the better organisation 
of the Australian loan market. The sinking fund provisions 
are the best part of the new scheme, for they require 
taxation to march with borrowing. There is always some 
danger that a sinking fund which soothes creditors may 
also soothe debtors, but if the agreement is made con- 
stitutional, it will be difficult to alter it, and the attention 
of Australians will be focussed as never before upon their 
loan policy, through the operations of the Loan Council 
and of the sinking funds. 


II. Tue Feprrat CHRONICLE 


HE amending Arbitration Act discussed in previous 
numbers of Tue Rounp Taste* was duly proclaimed 
on August 13. Unionists are hopelessly divided as to 
what should now be done. They unite in regarding the 
recent amendments as “ a hit below the belt ” at the power 
and position of the unions. But while some would like to 
* Tur Rounp Taste, No. 71, June 1928, p. 632 and No. 72, September 
1928, p. 870. 
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sweep away or ignore the existing machinery altogether, 
and have recourse either to round table conferences or to 
direct industrial action, the majority would apparently 
be content with the arbitration system so long as no attempt 
were made to make compulsory the observance of a dis- 
tasteful award. The All-Australian Trade Union Congress 
in Melbourne in July agreed to take a referendum among its 
members on the question of withdrawal from the Court, 
but large sections of workers are entirely opposed to such 
a step. The Congress, however, accepted the invitation of 
the Associated Chamber of Manufacturers of Australia to 
join in a conference on unemployment and industrial 
disputes, and the arbitration system will of course be 
discussed. Among certain employers there has been 
renewed talk of abolishing the Court and substituting 
a system of round table conferences, as likely to achieve 
greater flexibility with less friction. It has been pointed 
out with a good deal of justice that both employers and 
unionists have missed one central feature in the new Act. 
“We do not want you to have recourse to the Court if 
you can settle your differences by the method of conference,” 
say its framers “ and we offer you machinery to facilitate 
conciliation. But if you do decide after all to come to the 
Court, you must be taught to obey its awards.” The 
efficacy of conciliation thus tied to compulsory arbitration 
may perhaps be questioned on general grounds, and the 
efficacy of the penal sections is already being put to a severe 
test. At the date of writing the Waterside Workers’ 
Federation has “ struck ” against a new award, and overseas 
shipping is again disorganised. 

In days when the principal activity of governments is 
economic, a political chronicle is apt to be indistinguishable 
from an economic record. This is certainly the case with 
the period under review, for public discussions have centred 
upon unemployment and migration. In spite of renewed 
‘efforts under the £34,000,000 agreement, the volume of 
migration from Britain to Australia has not reached any- 
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thing like the agreed quota of 45,000. In 1926, it seemed on 
the increase, but it waned again in 1927, and the 1928 
figures are appreciably smaller than the 1927, the assisted | 
migrants for the first half years numbering 12,143 and | 
14,662 respectively. At the same time unemployment has | 
reached a height exceeded only in 1915 and in 1921. In | 
these circumstances, the report of the British Industrial 
Transference Board in July touched Australia in rather a | 
tender spot. Only in migration, either within Britain 
or within the Empire, the Board concluded, could any 
ready solution of Britain’s unemployment be found. But | 
Empire migration was disappointingly slow. It was clear 
enough that the number of British migrants received in 
1927 did not represent the maximum absorption capacity 
of the Dominions, since Australia also received many (11,726) 
alien migrants. The real difficulty lay in the migration 
policies of the Dominions. The Australian migration 
machinery threatened intending migrants like barbed wire 
entanglements. A radical simplification was necessary. 
To these criticisms were added strictures in the British 
press. Wide publicity, for instance, was given in Australia 
to the suggestion that the only proper inference to be 
drawn from the numbers of aliens admitted was that the 
Dominions really preferred them to British migrants. 

This latter suggestion would seem to be based upon a | 
misunderstanding, and, after the trouble the Common- 
wealth Government has been at to reach by agreement with 
Southern European Governments something of an informal | 
quota system to limit the number of Southern European 
migrants, it is a particularly galling misunderstanding. 
Within the limits of those agreements the alien does come 
in freely. But he is not an assisted migrant. He pays his 
own passage. Apart from passport and quarantine regula- 
tions which apply to all comers, there is no restriction at | 
all upon British migration ofalikekind. But the Common- | 
wealth takes the view that if migrants are definitely to be | 
assisted, the conditions of their selection shall be such as to ! 
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make them as far as possible the most satisfactory kind of 
Australian citizen. The suggestion that the alien is 
being encouraged at the expense of the Briton is thus 
quite the reverse of the truth, and it was not made by the 
Board itself, which cited the migration of aliens merely to 
show that the British migration did not exhaust the absorp- 
tive capacity of the Dominions. 

To the main contention of the Board, however, the 
Australian Government was prompt to reply, with an 
asperity attributable perhaps to the imminence of a general 
election. The Prime Minister reiterated Australia’s desire 
to receive British migrants in increasing numbers. But he 
urged, as he had done in 1923, that there could be no great 
flow of migration until “‘ moneys were available to accelerate 
the development of our resources, and markets were avail- 
able to absorb our increased production.” Both govern- 
ment and private capital, he said, will be necessary— 
government moneys for the necessary railways, roads, and 
harbours, and then private moneys for developing the 
resources thus made available. Steps to provide govern- 
ment moneys had indeed been taken as under the {34,000,000 
agreement. But Mr. Bruce suggested that that sum 
might be greatly extended and that the terms might be 
still more generous. By contrast with the forty to fifty 
millions spent annually on unemployment relief in Britain, 
the money would be spent productively. 

There is thus in this reply more than a mere re-statement 
of the necessity for development as a condition precedent 
of increased migration. There is a definite plea for a 
revision of the terms of the {34,000,000 agreement. The 
propriety of this mendicancy apart, however, it may be 
doubted whether any immediate acceleration of develop- 
ment would result, for though the Development and 
Migration Commission has been working at high pressure 
since its inception, works to the extent of only some 
£7,000,000 have as yet been authorised under the agree- 
ment, and the Commission is thoroughly alive to the danger 
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of careless and hasty expenditure on ill-considered projects. 
It must not, as the Vice-Chairman said recently, “ go round 
the country scattering millions to the wind.” It cannot 
risk even a single failure. There remain the British 
Industrial Transference Board’s strictures on Australian 
migration machinery. This matter will be discussed with 
Lord Lovat during his visit to Australia in October. It 
is also expected that discussion will take place on develop- 
ment projects. In this connection it may be observed that 
previous experience of development work is not altogether 
encouraging. Nor has the Development and Migration 
Commission been embarrassed bya plethora of development 
schemes with charms of a kind to stand the test of dis- 
passionate analysis. 

The other great subject of the day is unemployment. 
Recorded figures relate in Australia to only about one-fifth 
of the wage-earners, but it is probable that it is a character- 
istic fifth. The figures for the second quarter of 1928 show 
an unemployment (from causes other than industrial 
disputes) of 11°2 per cent. Marches of unemployed are of 
frequent occurrence in State capitals. Relief measures 
or sustenance allowances are a preoccupation of State 
Governments. There were suggestions from the Oppo- 
sition that the Commonwealth immigration policy was 
largely to blame and accordingly the Government requested 
the Development and Migration Commission to make an 
enquiry into certain aspects of the subject. A detailed 
review of the Commission’s report is: outside the scope of 
this chronicle, but some general observations may be made. 
In the first place, the report is a reminder that unemploy- 
ment is a phenomenon common to all countries, old and 
new, agricultural and manufacturing. The present high 
rate of unemployment in Australia is paralleled both in 
Britain and in the United States. Secondly, the Com- 
mission points out that the rise and fall of unemployment 
is only one of the indications of the trade or business cycle, 
a rhythmic “ebb and flow of economic life and activity 
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taking several years to complete,” and being observable 
in all modern communities. The Commission makes 
some suggestions for lessening the severity of the business 
cycle, but it is sufficient to note that the present high 
rate of unemployment should not be taken as a permanent 
feature of Australian economic life. It is a phenomenon 
merely of a stage of depression which should in the next 
few months merge in a stage of recovery, and if the Com- 
mission’s suggestions bear fruit, future fluctuations need 
not be so severe. 

As regards the bearing of migration on unemployment, the 
Commission shows clearly enough that the conditions of 
employment in the country of destination have a powerful 
influence on the volume of migration, and that a period of 
depression in Australia is accompanied by low migration, 
and vice versa—a fact which has generally been overlooked 
in estimating the causes of the present migration position. 
It further points out that the effects of migration depend 
largely on the type of migrant : settlers “under a land 
settlement scheme should increase rather than decrease the 
scope of employment. On the other hand, a large flow of 
artisans and labourers would intensify any unemployment’ 
already existing among those classes.”” ‘The Commission 
had not sufficient statistical evidence to pursue this ques- 
tion to a conclusion. But it is clear, as the report itself 
admits, that the flow of migration is apt to lag at least one 
stage behind the business cycle, so that migration is likely 
to continue at boom level on into the period of recession, 
and this would tend to accentuate the period of depres- 
sion. The real moral of the report—none the less real 
because it has not been explicitly pointed—is that unless 
migration is to accentuate the unemployment problem in 
Australia it must, as Mr. Bruce has said, go hand in hand 
with, or better still be preceded by, development work. 

The “ business cycle ” is the basis of the 1928-9 budget, 
presented to Parliament on August 30. The preceding 
year had closed—for the first time since federation—with a 
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deficit, due largely to a shrinkage in customs and excise 
receipts. The deficit amounted to {2,630,634, in spite 
of revenue from direct taxation some {1,500,000 in excess 
of estimates. But the Treasurer breathes boundless 
optimism. He nearly balances an expected decrease in 
land tax and estate duties by including income tax on the 
investment income of insurance companies. He budgets 
for an increase of {1,853,270 in customs and excise receipts, 
for a total revenue of {63,610,000 (an increase of [2,777,539) 
and for a small surplus. The 1927-28 deficit he carries 
over in expectation of future surpluses. The whole depends 
upon the probability of a trade recovery, and gives no hint 
of retrenchment. The “trust to luck budget,” a former 
Treasurer (Mr. Watt) has called it. 

In matters strictly political the centre of interest is the 
general election on November 17. The House of Repre- 
sentatives is due to expire in January, 1929. But Decem- 
ber, January and February, owing to harvesting operations, 
are unsatisfactory months for an electoral campaign, while 
October and November are regarded as the best in the year. 
The choice could not have fallen more opportunely for the 
Ministerialist parties. For the result of the All-Australian 
Trade Union Congress in July has been to widen the split 
between the right and left wings of Labour’s industrial 
organisations (represented by the Australian Workers’ 
Union and the Australian Council of Trade Unions, 
respectively) and to transfer to the federal sphere the 
antagonism which has distracted New South Wales in 
recent years. The latter organisations are dominated by 
an energetic Communist party—a problem of course, which 
is not at all purely Australian. Indeed, the Miners’ 
Federation in Britain was dramatically ejecting its Com- 
munists on the very day that the Congress faced a similar 
situation in Melbourne. ‘The Congress began with modera- 
tion. It first condemned the marine cooks’ strike chronicled 
in the last number of Tue Rounp Tasre,* and then 

* Tue Rounp Taste, No. 72, September 1928, p. 869. 
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accepted the industrial peace proposals already referred to. 
But by a three to one majority, it went on to ratify the 
affiliation of the Australasian Council of Trade Unions 
with the Pan-Pacific Secretariat, a workers’ international, 
founded by the Soviet Government, with its headquarters 
at Shanghai. The methods by which its objects are to 
be achieved follow familiar Communist lines. The 
Australian worker is advised to beware of all constitutional 
methods which sap his fighting spirit, and especially of 
Labour Governments, which will betray him. Toujours 
en vedette! ‘This is common to the left wing of all Labour 
parties, and so is the policy graphically described as “ white- 
anting ” by which the unions are to be won over from 
leanings towards industrial peace. 

Of the objects of the secretariat itself, the majority seem 
unexceptionable ; it is to secure international peace in the 
Pacific, and to improve working conditions in the member 
countries. But it is also to “ break down all racial barriers.” 
The storm which this has aroused in Australia, already a 
little apprehensive about Southern European migration, 
may readily be imagined. ‘“‘ Official Labour betrays White 
Australia ” is the cry of the anti-Labour press, and it will 
scare many votes from Labour. But it cannot be 
supposed that this plank in the platform of the Pan- 
Pacific secretariat will have any other effect whatever in 
Australia. ‘‘ Coolie welly ni” by no means represents the 
mind of the Australian worker. The real significance of 
the Congress lies in the apparent growth in the power of 
the Communist section and in the further disruption of the 
Labour ranks. The importance of both these factors, 
however, can easily be exaggerated. In the first place, 
there is evidence of a moderate trend in Australian Labour. 
The Australian Workers’ Union, representing some 84,000 
workers, is implacably hostile to the Communist section. 
The action of the Congress has since met with strong 
opposition in its own constituency. Again, Mr. Tom 
Walsh, the erstwhile intransigent disturber of the water- 


a 





Australia 


front, has publicly ranged himself with the advocates of 
industrial peace, and has since been returned by a large 
majority to the general secretaryship of the Seamen’s 
Union. In the second place, Labour dissensions must for 
political purposes be largely discounted. The Labour 
party’s political organisation is a coherent and disciplined 
one, and Labour leaders claim that the election will find 
the party’s voting strength solid and unimpaired. The 
narrowness of the Nationalist victory last year in New South 
Wales suggests that the boast is by no means an empty one. 
The result of the election will be known before this review 
is published. It may, however, be of interest to record 
that the Ministerialist leaders appear supremely confident 
of success. It is an odd thing, on the eve of an election, to 
find the Prime Minister playfully rallying the business men 
of Sydney on their ignorance of public finance, and the 
Treasurer warning Western Australian farmers that they 
must not expect radical alterations in the tariff. A recent 
election in Tasmania must certainly have given Ministerial- 
ists added confidence, for a Labour majority of one in the 


House of Assembly was quite unexpectedly turned into a 
Nationalist majority of one, and a Nationalist Ministry 
has now taken office under Mr. J. C. McPhee. 


III. Tue Crists 1n THE Coat InpustRY 


N antipodean isolation has excluded the Australian 

coal industry from the major engagements that have 
taken place since 1919 in the world war in coal. But we 
have at last been caught up in the cycle of coal crises which 
have spread east and west from the European storm centre. 
The past twelve months have produced the acutest coal 
depression that we have yet experienced. Australia’s share 
in the world’s production of coal is still extremely modest. 
Yet it has increased from 1°2 per cent. in 1913 to Ig per cent. 
in 1926. In this period our absolute annual tonnage out- 
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put of black coal grew from 12,417,566 to 13,751,500 tons 
in 1924 (a record year) and declined to 13,276,700 tons in 
1926. The 1927 and 1928 figures are not yet fully avail- 
able, but all evidence points to further decline. One 
significant fact is that even the registered increase has not 
been proportionate to the growth of our secondary and 
transport industries. ‘The coal consuming capacity of these 
industries, it is true, has expanded, but not in the measure 
of the growth of the industries themselves. Invading 
substitutes have ensconced themselves in Australia as 
elsewhere. In response to the stimulus that has been 
provided by the country’s ability to consume coal, the 
capacity of Australian collieries to produce it has grown too 
fast. In short, the industry in Australia has, as in other 
countries, been steadily building up an over-capacity. In 
1926, 276 collieries, big and little, throughout the Common- 
wealth, with outputs ranging from under 100 to upwards of 
500,000 tons, produced the year’s total of 13,276,000 tons. 
Yet it is not improbable that less than one-third of this 
number, if it were composed of the largest, and given the 
opportunity, could have adequately met the whole of the 
existing demand and the normal annual increase. The 
demand in Australia is thus contracting relatively to the 
industry’s capacity to produce. Had the 78 principal 
collieries in New South Wales, for instance, worked a 
conservative maximum of only 250 days instead of, on the 
average, only 188} days in 1926, they could presumably 
have coped with both the home and export demand. For 
the year ending June 30, 1928, 24 collieries alone, out of 
98 in the northern field, were responsible for 80 per cent. 
of the northern output. Given a full working year, these 
24 mines could easily have produced the total tonnage which 
buyers demanded of the whole field. 

‘It is not this aspect of the problem, however, which is 
engaging public attention, but the absolute losses in our 
overseas coal trade. Practically all exported coal comes 
from New South Wales. This State itself normally con- 
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sumes 52 per cent. of its total output, sends 26 per cent. 
to other Commonwealth States, and exports 21} per cent. 
to New Zealand and other overseas countries. New Zea- 
land alone absorbs between one quarter and one third of the 
overseas shipments of cargo and bunker coal. The dis- 
turbing fact is the irregular but undeniable fall in all over- 
seas shipments from 2,771,949 tons in 1921 to 1,687,716 
tons in 1927. In the northern field of New South Wales 
alone 10,000 mine employees depend for their livelihood 
on the inter-state, overseas and bunker trade which in the 
first half of 1928 fell by 25 per cent., resulting in the loss of 
full time employment for over 1,000 workers. 

The high prices which have lasted so long (since 1920) 
and the vexation caused both in Australia and overseas 
by stoppages in the coal fields of New South Wales and on 
the water-fronts, have unquestionably been the major factors 
in the decline. In June, Mr. Butler, the Premier of South — 
Australia, dramatically voiced the revolt of the consumer by 
ordering for the State railways large quantities of British 
coal at a landed cost in Adelaide said to be 7s. below the 
landed cost of the Newcastle product, and he threatened to 
place further orders abroad unless the price of New South 
Wales coal were drastically reduced. South Australia, 
which itself produces no coal, has always been painfully 
aware of its dependence upon New South Wales. It is 
Mr. Butler’s action which has set people comparing prices. 
But, as far as our overseas exports are concerned, it is clear 
from an analysis of the recent history of coal consumption 
in the markets to which we send coal that the rebuffs 
which our vendors have met with cannot be explained 
on the score of price alone. Australia has suffered in 
common with other sellers of coal from contracting con- 
sumption in her markets, mainly in the far East and in the 
islands of the Pacific. The fluctuations of our coal export 
trade have further kept pace with the variations of industrial 
conditions in those countries. Moreover, with the develop- 
ment of native coal in the East Indies, China and South 
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America, coupled with the aggressive bounty-subsidised 
export policy of South Africa, some displacement of our 
coal was inevitable. 

As a result, there have been several abortive conferences 
among the interests most directly affected, and much 
fruitless controversy. In February the initiative was taken 
by Mr. Farrar, the New South Wales Minister for Labour 
and Industry, who convened the representatives of the 
coal proprietors and the mine-workers to a week’s confer- 
ence in Sydney. Unfortunately, there was more recrimina- 
tion than sober examination of the basic economic problem 
at this conference. Arrangements were made to follow it 
up with sectional conferences in the three main coal fields 
for the purpose of arriving at joint recommendations 
to be submitted at a subsequent general conference. So far, 
however, the coal-owners and miners have not been able 
to agree upon mutual concessions in the interests of the 
industry, notwithstanding the usual joint appeal to State 
and Federal Governments for help. It was pointed out to 
the New South Wales Government, for instance, that relief 
could be given in railway rates ; in crane, wharfage and 
harbourage charges ; in the State royalties and rents, and 
in taxation. The action of the British Government in 
recently lifting a burden of {£4,000,000 off the railways, 
provided they carried coal, iron and steel at commensurately 
reduced rates, was quoted with approval. To the Common- 
wealth Government subventions and subsidies which the 
State gives in Japan, Spain, Portugal, France, Germany, 
Peru, Chili, and South Africa were suggested as examples 
of the highest practical patriotism. It has even been 
proposed that an import duty should be levied on all foreign 
coal in the bunkers of incoming vessels. Meanwhile, the 
consuming public is wondering why any such inroads should 
be made upon their purse, and why their already heavy 
coal bill should be further swollen to satisfy an industry 
which was never noted for its sensitiveness to their 
complaints. 
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The Governments’ response to these suggestions has 
been sympathetic concern for the plight of the industry, 
combined with reasonable caution in action. Mr. Bavin, 
the New South Wales Premier, stated in July that “ in so far 
as charges by the Government and the Railway Commis- 
sioners have helped to create the present problem, 
the Government is quite prepared to consider the 
reduction of railway freights or other charges on coal,” 
but he was equally emphatic in insisting that such help 
must be contingent upon all the parties co-operating to 
make such measures effective. After considerable investi- 
gation into the question of costs and profits, and protracted 
negotiations with the Federal Government, the coal pro- 
prietors and the miners’ organisations, the Premier in 
September announced the Government’s plan. Briefly, 
it was that the price should be brought down immediately 
by 4s. a ton for sales in New South Wales and by §s. for 
sales in other States and overseas. This was to be achieved 
first of all in the northern field. The owners were to give 
up Is. per ton on their profits; Is. was to come off the 
wages cost; 2s. was to be remitted by the State ; and a 
further Is. in respect of all coal sold in other States or 
overseas to be given by the Federal Government. The 
scheme was to operate for twelve months only. The State 
Government emphasised its anxiety that the employees’ 
concession should fall as lightly as possible on those whose 
actual earnings (not rate of earnings) were lowest, and to 
this end they invited the seven trade unions concerned 
to collaborate with them in devising an equitable way of 
applying the concession. It was promised also that the 
Federal and State Governments would join in setting up 
an authority clothed with the most complete powers to 
investigate the main causes of the long-standing disorder in 
the industry. 

It is too early, at the moment of writing, to predict 
either what the reaction of the mine-workers and owners 
will be to these proposals or their ultimate effect in arrest- 
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ing the decline. But, in the absence of any likely counter 
proposals, the scheme will probably be given a trial. The 
sincerity of the State and Federal Governments is nowhere 
questioned, and fortunately neither is under any illusion 
about the limitations of their scheme. It is clear that no 
remedy which fails to strike at the root of over-capacity 
will do much to restore health to the industry and no con- 
ceivable Government action in the way of reduced service 
charges or indiscriminate bounties can be expected to 
prolong the industrial existence of some 5,000 miners and 
over 100 collieries which are incapable of offering full 
employment for years to come. A painful reorganisation 
of the whole industry is bound to come ;_ but the throes of 
the re-adjustment period have scarcely yet begun. 


Australia, 
September 25, 1928. 


Note.—The proposed constitutional amendment referred to in Section I 
is as follows: 


105a. (1) The Commonwealth may make agreements with the States with respect 
to the public debts of the States, including— 

(a) the taking over of such debts by the Commonwealth ; 

(b) the management of such debts ; 

(c) the payment of interest and the provision and management of sinking 
funds in respect of such debts ; 

(d) the consolidation, renewal, conversion, and redemption of such debts ; 

(e) the indemnification of the Commonwealth by the States in respect of 
debts taken over by the Commonwealth ; and 

(f) the borrowing of money by the States or by the Commonwealth or by the 
Commonwealth for the States. 

(z) The Parliament may make laws for validating any such agreement made 
before the commencement of this section. 

(3) The Parliament may make laws for the carrying out by the parties thereto 
of any such agreement. 

(4) Any such agreement may be varied or rescinded by the parties thereto. 

(5) Every such agreement and any such variation thereof shall be binding upon 
the Commonwealth and the States parties thereto, notwithstanding anything 
contained in this Constitution or the Constitution of the several States or in any 
law of the Parliament of the Commonwealth or of any State. 

(6) The powers conferred by this section shall not be construed as being limited 
in any way by the provisions of section 105 of this Constitution. 





SOUTH AFRICA 


I. Toe Provincia, Expertment (ADDENDUM) 


N the last issue of THe Rounp Taste the long and 

chequered story of the provincial experiment was brought 
down to date. We noted the refusal of the Cape Provincial 
Council to accept the financial proposals of the Administra- 
tion for the year 1928-9, involving, as they did, some fresh 
taxation, and its resolution to approach the Union Govern- 
ment once more in order to secure a rate of subsidy as 
favourable as that which the northern provinces enjoy. 
We noted also the explicit declaration of the Administrator 
of the Transvaal (Mr. J. H. Hofmeyr) that, in his opinion, 
“the time will come when the provincial system will no 
longer form a part of the administrative fabric of this 
country.” 

The story is now carried a little further as the result of 
a conference of Administrators held in August at Pretoria, 
and there have also been significant declarations on policy 
by the Administrator of the Cape, by the Union Minister 
of Finance, and by the Prime Minister himself. The last 
of these declarations may best be referred to here as it 
came, ominously enough, just before the conference of 
Administrators opened at which the Cape representatives 
were to endeavour to secure a resolution in favour of 
uniform rates of subsidy. Never before has General 
Hertzog spoken of the matter in such decisive terms, and 


his statement, taken along with that of the Minister of 
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Finance, must be regarded as expressing the considered 
view of the Cabinet. In answer to a question at a meeting, 
he is reported to have declared roundly that the days of the 
Provincial Councils were numbered. (This, in the Orange 
Free State of all places, was received with applause !) 


He added :— 


When they come to us with another request to tax for them, we 
may tell them that if we can tax we can also administer. The time is 
coming when Provincial Councils will be no more. 


The Minister of Finance was equally emphatic in addressing 
the Administrators themselves. He expressed frank disap- 
pointment, declaring that after such generous rates of 
subsidy had been agreed upon at the Durban Conference 
of 1924, he had hoped that the difficulties were solved. But 
some of “ our good friends ” had again become impecunious 
and were again turning to the Treasury. He added :— 


If Councils are to have power they must learn to face the position 
when they get into difficulties, and to dotheir duty. We cannot afford 
to ignore the very definite finding that the Provincial Finances 
Commission came to in 1913, namely, that it is one of the most 
salutary corditions that a body spending public money should also 
share the responsibility of raising the funds necessary. 


There can be no doubt that the principle thus clearly 
enunciated has been flouted by some at least of the pro- 
vincial Administrations and that the Union Government 
may count upon widespread support in maintaining it. 
The Administrators themselves know this very well. But 
their dual position as, on the one hand, officers appointed 
by the Union Government, and on the other hand, execu- 
tive agents limited by the scope of the financial provision 
which their Councils are prepared to make, imports a 
radical contradiction into all that they do. Moreover, 
they are not removable by Provincial Councils and they 
must carry on the administration within the limits which a 
dominant majority may impose. In short, they have to 
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work a system in which party methods, though rampant in 
the Legislature, stop short at the executive. To carry party 
methods right through would be to resort to a federalism 
which would be the negation of union, and which, quite 
clearly, the country does not want. 

It was under such inauspicious omens that the Confer- 
ence opened. The Cape representatives won a hollow 
victory by securing the formal adoption (by a majority) 
of the principle of uniform rates of subsidy. But as both 
the Transvaal and Orange Free State were opposed, and 
refused to be committed by the resolution, and as the Union 
Government had already revealed its own opposition, 
nothing can come of it. The remaining resolutions of 
Conference reveal a spirit which, to the unprejud ced 
observer, must be held to justify completely the attitude 
which the Union Government has taken up. For their 
general tendency is to ask at one and the same time both for 
more powers and for more money. ‘“ We are prepared to 
discharge such and such functions if the Union Govern- 
ment will pay ”: such is the general attitude. Thus the 
Union Government is to provide funds for road-making, 
for the whole cost of native education, and for the relief 
of any acute distress or unemployment occurring in any 
province beyond normal expectation. Exception is taken 
to the imposition upon provinces of liabilities in respect 
of public health without corresponding control. (Union 
mote and provincial beam here, surely!) On the other 
hand, the provinces ask for restrictions on the activities 
of technical colleges and other vocational institutions 
(i.e., operating under the Union Department of Education), 
for free right of appointment of provincial officers, and for 
power to rate government property. 

The general tendency of the resolutions is clear beyond 
all doubt, and the conclusion seems irresistible that the only 
logical course would be for the Union Government to 
assume the whole responsibility for administration. The 
Administrators and the executive machinery that they 
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operate might still remain ; the Councils would disappear. 
Their demise would be not very widely regretted for, 
except spasmodically and in limited ways, they have not 
proved genuine responsible organs of popular government. 
Lack of a real sense of responsibility and excess of party 
spirit have been, in the two larger provinces at least, fatal 
weaknesses. 

Yet their disappearance would not, of itself, solve the 
real problem. We should still have to devise a workable 
system of local government for a country four times the 
size of Great Britain and marked by wide diversities of 
population and local conditions. There is no real ground 
for believing that in smaller administrative areas we should 
evoke that spirit of self-help and willingness to assume 
burdens that has been so conspicuously absent from the 
working of the provincial system. The Administrator of the 
Cape has emphasized this unpleasant truth, and there can 
be no doubt that, in doing so, he has touched the real 
difficulty. The larger municipalities show vigour and 
independence enough. It is in the rural areas, especially 
the sparsely populated districts, that the creation of really 
vital institutions of popular and efficient local government 
seems so impossibly difficult. Only in the Cape has any 
sort of attempt ever been made and the Divisional Councils 
there are not very strong bodies, while the control of the 
Administration over them is close and rigorous. Hence 
arises the fear of bureaucratic administration from Pre- 
toria and it is the presence of this fear which gives to 
Provincial Councils an adventitious strength and enables 
them so often to play fast and loose without suffering the 
consequences. To every threat of extinction they can 
reply, like Charles II to his brother James: “ They will 
never kill me to make you King.” 

Indeed, to a discerning eye, this continuing inability of 
South Africa to evolve, outside of the municipalities, 
genuine organs of local self-government is a most dis- 
quieting sign. For it links up with too many other indica- 
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tions that it is just in this weakening of the fibres of self- 
help that the peculiar social and economic conditions of a 
parti-coloured country will reveal their effects most con- 
spicuously in the long run. 


II. THe Mozamsioue ConveENTION 


N September* an account was given of the agreement 

arrived at between the Union and the Portuguese 
Governments at Lisbon last May. A further conference 
was held at Pretoria early in September to draft the con- 
vention. The draft treaty was signed on September 11, and 
has still to be ratified by Parliament. 

The convention is in three parts, and it deals with 
native labour, railways and customs and commercial 
intercourse. 

Recruiting is to be confined to a single organisation, 
which, in effect, means the Native Labour Organisation 
of the Chamber of Mines. The total number of labourers 
is to be reduced by 1933 to 80,000; the present number 
is about 112,000. The contract period is restricted to 
twelve months, with a possible extension of a further six. 
On its expiration the labourer must return to Mozambique 
for at least six months before he can be re-engaged. After 
nine months half his wages must be retained by the 
employer, to be paid to him by the recruiting organisation 
after he has crossed into Portuguese territory. Employers 
must render monthly returns to the Curator of Portuguese 
natives, and the natives must hold a Portuguese passport, 
costing 10s., which will be valid for a year, and may be 
extended for six months for another fee of 5s.; the 
employer must pay a registration fee on engagement 
or re-engagement of Is., and a monthly fee of 2s. The 
Portuguese Government will, therefore, receive an annual 
revenue of 35s. for each labourer on the mines. The 


* Tue Rounp Taste, No. 72, September 1928, p. 883. 
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Union Government will not demand hut tax. In order 
to prevent migration into its territory the Union Govern- 
ment undertakes to deport all Portuguese natives who have 
no passport. Moreover, passports will be refused to 
women. The effect will be to exclude all Portuguese 
natives from the Union except mine labourers. 

The Portuguese railways are to get between 50 and 55 
per cent. of the tonnage imported into the Union for the 
“competitive area,” which is roughly the Witwatersrand 
and Pretoria, and there is to be a periodical readjustment 
of rates, if necessary, every six months. Goods sent to 
Lourengo Marques for export will be carried by the South 
African railways at the same rates as if they were going 
to a Union port, and agricultural products from Mozam- 
bique are to be carried in the Union at the same rate as 
Union produce. In return, the port dues at Lourengo 
Marques will not exceed those of Union harbours. A 
joint advisory board is to develop the export trade through 
Lourengo Marques. 

Under the customs agreement no customs will be levied 
on imports for the Union, or exports from it, through 
Lourengo Marques. Mozambique is to receive most- 
favoured nation treatment. Imperial preference and the 
right to impose duties against dumping are excepted. 
Lists of articles—mostly agricultural produce—in which 
there is to be reciprocal free trade, have been drawn up. 
Sugar is not included, so Natal sugar will continue to 
enjoy its virtual monopoly inside the Union. 

Disputes are to be settled by arbitration before a Court 
consisting of the Chief Justices of the Union and of 
Mozambique. In case of disagreement the President of 
the International Court at the Hague is to nominate an 
umpire. The convention is to remain in force for ten 
years, and thereafter to be subject to twelve months’ 
notice by either side. After five years, however, either 
party may call for modification and, if no agreement is 
reached, the treaty will lapse after six months’ notice. 
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When the convention comes before Parliament next 
year keen exception will probably be taken to native 
labour for the mines being reduced. The question of 
Portuguese labour has been a subject of controversy for 
years. Advocates of restriction urge that more Union 
natives and white men could be employed. Their oppo- 
nents reply that the mines need all the natives they can 
get, and that the number of whites bears a definite ratio 
to the number of natives. Consequently any restriction 
of recruiting must mean a reduction of white employees, 
and unemployment. The only place where Mozambique 
natives can find employment on a large scale is the Trans- 
vaal mines, and under existing conditions they are obliged 
to find work to supplement their crops. As each mine 
labourer, moreover, means a substantial revenue to the 
Portuguese authorities, the restriction is not likely to be 
rigidly enforced if the Union is prepared to take a larger 
number. 


South Africa, 


October 1928. 





NEW ZEALAND 


I. PARLIAMENT IN SESSION 


FTER a very dull recess, Parliament was opened by the 

Governor-General on June 28 with an equally dull 
speech, but neither the speech nor the recess was duller than 
the session which is drawing to a close. In Seddon’s day, 
even the most formal occasion was apt to be enlivened 
by the robust and turgid rhetoric which he loved, but 
his successors have since gone to the opposite extreme. 
The flamboyant has been replaced by the drab. Even 


important Imperial events were touched upon in a tame 
and perfunctory fashion, and the forecast of business 
was singularly devoid of either interest or information. 
Of what possible use, for instance, was the following record 
of an outstanding incident ? 


A notable event during the year was the visit of the Right Hon. 
L. S. Amery, Secretary of State for the Dominions. His discussions 
with Ministers on various matters of importance and his personal 


contact with all sections of the community gave his visit a special 
value. 


The “special value” was, however, only considered 
sufficient to entitle this event to a trifle more than half 
the space assigned to the announcement that, in view of 
the increase of motor traffic and the number of accidents, 
insurance against third party risks was to be made com- 
pulsory. Motor car insurance was, as a matter of fact, 
one of the only three legislative issues of any importance 
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about which any definite information was given. The other 
two were the registration of local charges on land and the 
alteration of the nationalisation law. The bulk of the 
Government’s legislative proposals were given in true 
telegraphic style :— 


Bills will also be submitted to you dealing with municipal cor- 
porations, companies, property law, police force, State fire insurance, 
licensing cinematograph films, land for settlements, New Zealand 
University, and other matters. 


The absence of any issue of capital importance except 
in the case of the Licensing Bill, which, as usual, was not a 
party measure at all, naturally resulted in a session devoid 
of achievement as well as of interest. In both respects, 
however, it is only a more exaggerated instance of the 
rule that the third session of a New Zealand Parliament 
is more remarkable for talk than work. The limitation 
of the Parliamentary term to three years effected in 
1879 has certainly succeeded in keeping the House of 
Representatives in close touch with the constituencies, 
and it is a remarkable fact that since that date every Parlia- 
ment but one has lasted for its full term. Whether the 
common opinion which credits the triennial system with 
this stability is correct may, perhaps, be open to doubt, 
but it seems to be beyond dispute that it is rightly debited 
with a strong tendency to render one-third of each Par- 
liamentary term relatively unproductive. The first of 
the three sessions is handicapped by the unfamiliarity 
with their work of a large number of the new members. 
By the second they have settled down to business and 
do their best work. The third is overshadowed by the 
approaching dissolution, and during it, too many talk 
to the electors of “‘ Buncombe,” instead of sticking to their 
job. Country members especially ones with long distances 
to cover, who naturally object to being kept in Wellington 
while rival candidates are sowing tares in their fields, 
particularly dislike a long third session. Yet on the 
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present occasion it was Mr. Holland, Leader of the Labour 
party, an almost entirely urban Opposition, who amused 
the House on the very first day of the session by questioning 
the Prime Minister (Mr. Coates) about its probable length, 
and the date of the general election. 

The most exciting incidents in the session were the 
debates and divisions on two Bills which dealt with ques- 
tions of too burning a kind to be made party matters of— 
the Religious Exercises in Schools Bill, and the Licensing 
Bill. In the early days, the educational system commonly 
made some provision for religious instruction in the 
provinces, but a year after their abolition a system 
of primary schools was instituted throughout the country, 
and Parliament decided for the sake of peace to leave 
religious teaching to private effort. - The cardinal features 
of the State schools which the Education Act of 1877 
established, fall under three heads: “ free, compulsory 
and secular.” ‘There were intermittent demands for the 
elimination of the word “ secular” from the Act which 
reached their climax in 1914 in one of the most imposing 
agitations that this country has ever seen; but since the 
crushing defeat of the Bible in Schools League at the 
general election in that year, all three parties have been 
pledged to maintain “ free, compulsory and secular educa- 
tion.” It was, however, suggested a few years ago that 
it would be in no way inconsistent with the secularity of 
either the Act or the pledge, if State schools were to open 
with the Lord’s Prayer and a hymn, and if there were to 
be Bible lessons from an approved manual devoid of com- 
ments on anything except grammar, and a conscience 
clause both for parents and teachers. 

This contention has found favour with a large majority 
of the party in power, with the singular result that its 
members, though formally pledged to maintain secular 
education, considered themselves free to vote for a Bill 
which is frankly described as a “ Religious Exercises in 
Schools Bill,” and they proved nearly strong enough to 
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carry it The Government’s position was also peculiar. 
The Prime Minister and one or two of his colleagues 
stuck to what may be called the rigorous interpretation 
of their pledge, and voted against the Bill; the rest of 
the Ministers voted the other way, but, unlike British 
Ministers in the Prayer-book debates, none of them sought 
to give the House a lead. Each preferred to give a silent 
vote, although, apart altogether from the question of the 
pledge, the problem is one of the most momentous with 
which any Parliament has ever had to deal. The interest 
of this probably unique position was heightened by the 
narrowness of the margin in each of the critical divisions. 
The Bill was first introduced in the Legislative Council 
in 1926, and on August 18, after a stormy though not a 
dangerous passage through all its other stages, it was 
rejected on its third reading by 14 votes to 12. In the 
House of Representatives a second reading was refused 
on November 2, 1927, by 36 votes to 31, and again on 
August, 1928, by 31 votes to 29. It is, however, possible 
that the fate of the Bill may be determined in the opposite 
direction by an equally narrow margin in a Parliament 
whose election had as little to do with its merits or demerits 
as the present one. 

A still more contentious issue than the Bible in schools, 
and one for which there seems to be no close season, is 
the licensing question. It is one which every Govern- 
ment is thankful to leave alone, yet the present Prime 
Minister is believed to have established a “ record” by 
introducing three licensing Bills in three consecutive 
sessions and failing with all of them. But neither the 
Government nor either of the opposition parties made 
any of these Bills a party question. In response to the 
demand for legislation, especially from the New Zealand 
Alliance on behalf of the prohibitionists, the Prime Minister 
undertook to introduce a Bill embodying his own views 
which might serve as a basis for compromise between 
the extremists on both sides. Last year, however, this 
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Bill, after being so amended by the House as substantially 
to conform to the desires of the Alliance, was rejected 
by the Legislative Council, and this year a measure of the 
same kind was expected to meet with the same fate. 

The elimination of the question of State control, which, 
being no longer a living one, would only haveserved to confuse 
the issue between licence and prohibition, was the one point 
in the Alliance’s programme which was conceded in the 
Prime Minister’s Bill. But, by way of compensation, he pro- 
posed that a 55 per cent. instead of a bare majority should 
be necessary to carry prohibition. He would also have 
extended the interval between the polls from three to 
six years, and have enlarged the privileges of the trade 
in other less material respects. The House passed the 
elimination of the State control issue by 51 votes to 22, but 
it struck out the proposed §5 per cent. majority by 43 votes 
to 30, and it refused by 47 votes to 26 to increase the 
interval between the polls. Finally, it threw out the Bill 
on the third reading by 34 votes to 33. 

Thus, by a majority of two in one case and a bare 
majority in the other, were two of the most contentious 
measures of the session disposed of, and in the second case 
there was, unfortunately, a disputed pair. The licensing 
question will certainly be to the fore again at the general 
election. 

Next, to take the budget, “a clear, concise and business- 
like document ” containing “ no surprises, no flowers of 
speech, not even a peroration,” such was the description 
given in THe Rounp Tasie* of Mr. Downie Stewart’s 
first financial statement, and it might be repeated verbatim 
of the third, which he delivered on August 7. 


It is (said The Evening Post) a plain, straightforward statement 
of the financial position, with no exaggeration, very little that is 
open to argument, no promises for the present, and only the most 
guarded anticipations for the early future. 


* Tue Rounp Taste, No. 65, December 1926, p. 210. 
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Its one disappointment hardly came as a surprise. The 
readjustment of the income tax scales last year was not 
effected in the way foreshadowed by the Minister, and 
as an increase was involved it was highly unpopular, 
coming as it did in a time of depression. Mr. Downie 
Stewart maintained that the readjustment was necessary 
in order to provide an equitable basis for a subsequent 
reduction of the tax, and hinted that if the circumstances 
continued favourable, a reduction might not be long de- 
layed. But though the circumstances have continued 
favourable, they have not been favourable enough. The 
improved condition of trade is, as the Finance Minister 
points out, not yet reflected in the public revenues, which 
are burdened by the cost of unemployment and other 
results of the depression. ‘The Minister’s contention that 
the present is not a time for reducing taxation is disappoint- 
ing, but it is unanswerable. 

The charge against the Government of deliberately 
aiming at a large surplus by under-estimating revenue 
and over-estimating expenditure receives no support from 
the figures for 1927-28. The revenue which had been 
estimated as {24,676,900 realised {£25,123,980; the cor- 
responding figures for expenditure were {24,465,100 
and {£24,944,900. . 

The prospect presented by the difficult economic con- 
ditions at the beginning of the financial year was a falling 
revenue and added financial burdens for the State. A 
decrease in the two principal sources of revenue, customs 
and income tax, was inevitable. But the extent of the 
drop, complicated as it was by changes in the rates, was 
difficult to estimate, and this uncertainty made necessary 
a careful supervision of that part of the expenditure which 
was under the control of the Government. The expendi- 
ture for the year was accordingly kept {£240,000 below 
the amount appropriated—1.e¢., about {£10,000,000—which 
the Minister is certainly justified in describing as satis- 
factory. 
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The total expenditure (he says) under both permanent and annual 
appropriations fell short of the budget estimate by about {90,000 
(after excluding certain changes arising out of legislation passed 
last session), while the revenue for the year slightly exceeded the 
estimate. The deviation from the budget estimate, however, was 
less than $ per cent. either way, and the result was a surplus of 
approximately £180,000, which is as close to a balance as could be 
hoped for, considering the magnitude of the figures dealt with 
and the many uncertain factors involved. 


For the current year the revenue is estimated at {23,868,250 
and the expenditure at £23,608,100, leaving a balance of 
£260,150 for supplementary estimates and contingencies. 

The most cheerful paragraph in the whole statement is 
the one which tells of the success of our Public Works 
London Loan of £5,000,000 this year. It reads as follows :— 


A further loan of {5,000,000 to be expended on public works 
during the current year was successfully floated in London on May 1 
last. The issue price was {94 10s. per cent., with interest at 44 per 
cent. per annum, which, with a full half-year’s interest payment on 
November 1, gave a return to investors of £4 19s. 8d. per cent as 
compared with {5 os. 10d. from Jast year’s loan, which was § per 
cent. at {99 10s. The cost of the new loan to the State, allowing 
for redemption of the discount and expenses over the period of 
19% years, is {5 3s. §d. per cent. as compared with £5 4s. 7d. for the 
1927 loan. 

The loan was subscribed nearly sixfold; and this, in conjunction 
with the fact that the issue at 44 per cent. inaugurated a definite 
break from the 5 per cent. rate which had obtained in London for 
some time, was a striking indication of our financial reputation in 
that great money-market. ‘The comment on the issue in the London 
financial papers was very favourable. 


In accordance with the conditions laid down by Parlia- 
ment, the loan money has been allocated as follows :— 


Public Works Fund, for railway construction, telegraph £ 
and telephone extension, etc. es > .. 3,000,000 

Hydro-electric power works eg +s a .. 1,000,000 

Railway improvement... <a ‘ “é .. 1,000,000 


£5,000,000 
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As in 1926, the Minister of Finance supplied a statement 
showing, per head of mean population, the net charges on 
taxation provided out of the Consolidated Fund for the 
various services last year as compared with the charges 
in the year before the war. The figures for 1913-14 
were adjusted so as to get a comparable basis. The 
comparison is as follows :— 


War pensions and war debt charges .. 
Other debt charges ; 
Social services (health and hospitals, pensions, 

and education) .. ‘ ae me se | 
Defence (land, sea, and six) . O 14 
Other charges (general and administrative) 23 
Surplus for year ss *- ‘3 ‘3 10 





{3.2 £11 


With regard to these figures, the Minister makes three 
points which, to put them in a slightly condensed form, 
are as follows :— 


(1) War pensions and war debt charges absorb about a third 
of the present taxation receipts, and account for the whole of the 
increase in the taxation burden since 1914. 

(2) Social services, including health and hospitals, pensions, 
and education, absorb at least another one-third of the State’s annual 
revenue from taxation. 

(3) The remaining third of the taxation receipts is expended on 
ordinary debt charges, defence, and general administrative charges. 
The relative burden of these items has decreased by £1 per head in 
comparison with 1914. 


While the demand for social services remains so insistent, 
Mr. Stewart is reluctant to promise any great economies. 
‘It is not the extravagance of the Government that is at 
fault,” he says, “ but the almost universal belief that the 
resources of the Treasury are bottomless.” 





A New Party 


II. A New Party 


HE attempt to effect a fusion of the Reform and the 

Liberal parties after Mr. Massey’s death in 1925 was 
described in Tue Rounp Taste* at the time. The Reform 
party got nothing out of the deal; the Liberals got a new 
name. Within a week of his declaration Mr. Coates, who 
had succeeded Mr. Massey as Premier and Leader of the 
Reform party, had “banged, bolted, and barred the 
door to the creation of that national party which we believe 
the country requires”; Mr. Wilford, the Liberal leader, 
in order to save something from the wreck, announced 
that his party would itself adopt that name. No more 
pointless change was ever made. Although it had recently 
fallen on evil days, the Liberal party had a long and dis- 
tinguished tradition behind it, and the name had the 
additional advantage of being associated with the achieve- 
ments of Liberalism in other lands. But the term 
“national,” though properly applicable to the Reform- 
Liberal Cabinet formed by Mr. Massey and Sir Joseph 
Ward for the purposes of the war, and almost equally 
applicable to the similar combination which Mr. Wilford 
had tried to bring about, had not a vestige of meaning in 
its new application. There was no broadening of the 
party’s basis, no change of its spirit, programme, or personnel 
to justify any alteration. The party dropped the oldest 
and most familiar name known to our political life for one 
that was entirely devoid of meaning. 

At the general election in November, 1925, the National- 
ists faithfully continued the downhill course which the 
Liberals had for some time pursued. With only Io seats 
to their credit against 55 Reform and 13 Labour, they 
ceased to be the official Opposition, and during the present 

* See Tue Rounp Taste, No. 60, September, 1925, p. 849 and No. 61, 
December, 1925, pp. 206-12. 
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Parliament they have failed to make up for their numerical 
weakness by any special energy or ability. In the recess of 
1926-27 some progress was made by leading Nationalists, 
especially Mr. W. A. Veitch, with a movement for the 
reconstitution of the party under its old name. There was 
more mystery about the propaganda of the “ United party ” 
this year, but the secret was partly let out when 51 of the 
party’s 60 candidates assembled in Wellington on Septem- 
ber 14 to choose a policy and a leader. By two unanimous 
resolutions it was decided to go to the polls as the “ United 
party” under the leadership of Sir Joseph Ward. If it 
could not resume the old name the party was at least glad 
to revert to its old leader. The old Liberal leader had lost 
his seat at the general election of 1919, and a subsequent 
period of ill-health kept him out of politics for some years. 
When he was returned for Invercargill in 1925 he was still 
the Liberal leader, but his party had vanished. The 
Liberals had, as already mentioned, turned into Nationalists, 
and Sir Joseph Ward was the only member of the old party 
who had carried its colours to victory. But in the present 
Parliament this, the one and only Liberal left, has co- 
operated with the Nationalists, who are now prepared to 
co-operate with and under him, as was made clear by the 
presence of their leader, Mr. G. W. Forbes, at the United 
party’s conference and the generous terms in which he 
accepted its decision. 


The conference (he said) was called to bring about unanimity ; 
and I think in the decision you have come to there will be a better 
chance of unanimity than there would have been under any other 
selection. I agree, as I have said, with your decision. Speaking as 
an old footballer, I accept the decision of the referee. 


The National party is therefore superseded, but its 
official obsequies are apparently postponed till after the 
session. The United party remains in being and has 
found a leader, but whether it has found a policy has not 
yet been disclosed. That it will be Liberal may be taken 
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for granted. Although the irony of party evolution has 
eliminated the name from our politics, we are all Liberals 
in these days, and how is Sir Joseph Ward to differentiate 
his policy from that of a Reform party which has stolen so 
much of the Liberal thunder, unless he trespasses on the 
socialism of the Labour party, which is far less to his liking ? 
The press as a whole takes an unfavourable view of the 
prospects of the new party, but there was a sympathetic 
article in the Auckland Star from the standpoint of a 
Liberal organ which has remained true through its darkest 


days to the old party and the old name. It reads as 
follows :— 


The one member of the House who, with a political wisdom that 
others should have shown, has continued to call himself a Liberal, 
has accepted the leadership of the United party. To undertake 
such a task at his age is an act of courage on Sir Joseph Ward’s part 
that will be widely appreciated. It would be absurd to suggest that 
Sir Joseph is as vigorous as he was, but he is still active in mind and 
body, and there is no one in the House whose experience of public 
affairs approaches his. His supporters are as staunch as ever, and 
many of his political enemies must be ashamed of his treatment by 
political opponents after years of devoted service to the State. 

The choice of Sir Joseph as leader means that, whatever the 
United party calls itself, it will be Liberal in sentiment and will 
receive the support of those who have never lost their enthusiasm 
for the Liberal cause. That the time is ripe for a change of Govern- 
ment is as plain ascan be. No political remark has been made more 
often in the past year or two than that if there was an alternative 
to Reform other than Labour the Government would be doomed. 
Numbers of Reform supporters are thoroughly disgusted with the 
Government’s incompetence and opportunism. It has neither 
policy nor political principles. Its bankruptcy of ideas is not more 
striking than the individual mediocrity of Ministers and members. 
On the one hand, it has failed miserably to meet the land needs of a 
new and difficult time; on the other hand, it has interfered with 
trade and industry to an extent that would fill the Conservative of 
a former generation with horror. 


There is a good deal in what the Auckland Star says about 

the dissatisfaction with the Government, and twelve or 

eighteen months ago, had there been any practicable alter- 
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native other than Labour it would have had a good chance. 
But the indignation excited by the collapse of the dairy 
produce control experiment has passed away and with the 
lifting of depression the Government has recovered much 
of its strength. Nor is it likely that the United party will 
make a good enough show in the few weeks which remain to 
impress the electorate with its eligibility as a practicable 
alternative. The party will need a great accession of 
strength before it can convince the country that the chief 
effect of casting votes for its candidates will not be to help 
Labour at the expense of the Government. The United 


party’s dilemma is exactly that of the British Liberals since 
the rise of Labour. 


III. Geneva AND SAMOA 


LTHOUGH there had been forecasts of the report of 
the Mandates Commission on the petitions lodged by 
Mr. Nelson and others from Western Samoa, the publication 


on August 18 of the full text made a deep impression. 
It confirmed with emphasis and detail all that we had 
previously heard, while at the same time it showed that 
the petitioners had found in the Anti-slavery and Aborigines 
Protection Society disinterested support at Geneva, which 
had been previously lacking. The crucial point is con- 
tained in the following passage :— 


It is the considered opinion of the Commission that none of the 
charges of any importance against the Administration which have 
been made in the various petitions have been substantiated, and that 
none contains any evidence of policy or action contrary to the 
Mandate. On the contrary, the local administration seems to have 
made every effort to improve the conditions of life of the native 
population, notably in regard to public health and education, as 
well as in regard to agricultural production and commerce. 

The Commission cannot too strongly condemn the action of 
Mr. Nelson and those associated with him, who seem to have been 
inspired less by a desire for the public welfare than by personal 
ambition and interests. By unworthy means they have worked 
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upon the minds of an impressionable people, who prior to their 
propaganda showed no disquieting signs of discontent. The Com- 
mission is satisfied that the Administrator acted with great patience, 
if not perhaps always with sufficient psychological insight, and showed 
a forbearance and confidence in people which may have been mis- 
understood and so to some extent may have undermined his 
authority. The lamentable absence of sufficient means to enforce 
the laws which it was his duty to uphold placed him in an extremely 
difficult situation, and this situation was made all the more delicate 
by the uncertain attitude of the Government. 


These findings were even more satisfactory from the 
New Zealand Government’s standpoint, if not from the 
Administrator’s, than those of the Royal Commission. 
The Commission had left no room for doubt in any im- 
partial mind about the benevolence and forbearance of the 
Administrator, the purely selfish and mischievous character 
of Mr. Nelson’s agitation, and the transparent absurdity 
of supposing that the action of the natives whom he had 
deluded and inflamed was prompted by genuine grievances 
or spontaneous resentment. But although deportation 
was the obvious and inevitable corollary of the Royal 
Commission’s Report the point was not before it because 
no action had then been taken under the Samoa Amend- 
ment Act of 1927, which conferred the power. The 
report was dated November 29; Mr. Nelson and two of 
his colleagues were served with notice to quit on Decem- 
ber 23. The unwise reticence of the Government led 
some not unfriendly newspapers to express a doubt whether 
men who had not been convicted of any offence had been 
given a sufficient opportunity of putting themselves right 
before this drastic step was taken. Whatever doubt may 
have lingered on this score—and there certainly was never 
much—has been dispelled by the Mandates Commission. 
It takes up the review of the administration of the islands 
at the point where it was left by the Royal Commission 
(October 27, 1927) and carries it on up to the date of General 
Richardson’s retirement (March 31, 1928). It is equally 
emphatic in finding “that none of the charges of any 
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importance made against the Administration . . . has been 
substantiated” ; it is far more emphatic than the Royal 
Commission in its condemnation of Mr. Nelson. 

With regard to the one point on which the Mandates 
Commission has found against the late Administrator, 
there is probably no one in New Zealand who would 
venture to dissent. He was never harsh or severe; he 
was not, indeed, prompt enough to see the point at which 
forbearance would be construed as weakness. This is 
exactly what Sir James Allen and others who knew Sir 
George Richardson well said when his rule was first attacked 
from the humanitarian standpoint—that if he erred at all, 
it would be on the side of carrying kindness too far. It 
was, too, exactly what Sir George Richardson himself said 
in one of his last interviews with the Mau insurgents :— 
“The only fault that you can attribute to New Zealand 
is its delay, kindness and patience.” 

If, as the Royal Commission found, one object of the 
Mau was “ to frustrate and render ineffective the function- 
ing of the Administration,” it was clearly the duty of the 
Administrator to suppress it, but in its early stages he 
evidently under-estimated the danger and allowed it to 
gather strength, though some part of the interval of more 
than a year between the foundation of the Mau and the 
deportations must doubtless be ascribed to what the 
Mandates Commission called “the uncertain attitude of 
the Government ” and to the need for legislation. But 
the comical thing about this obviously just finding is that 
it hits the late Administrator’s critics much harder than it 
hits him, since it blames him for indulging to excess a 
virtue which they accused him of lacking. Méilitarism, 
“Moscow methods,” and the violation of Magna Charta 
have been the charges persistently and vindictively urged 
by our Labour party against a man whose only fault is 
that he has been too mild. 

Under the new Administrator, Colonel S. S. Allen, 


C.M.G., D.S.O., who took charge on May 4, the detach- 
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ment of 74 military police which replaced the marines 
left by the warships appears to have been sufficient to 
maintain order, except for a faction fight on August 31, in 
which one native was killed and another seriously wounded. 
But the gravity of the position is indicated by the following 
passage in the statement enclosed by the Prime Minister 
in his letter of July 10 to the Secretary-General of the 
League of Nations, covering the eighth annual report of 
the Administration. 


At the conclusion of the period covered by this report [March 31], 
the Mau movement was still, apparently of considerable strength. 
The picketing of the streets has of course ceased, and apart from 
isolated cases of larrikinism, there has not at any time been any 
resort to force either on the part of the Administration or the dis- 
affected natives. The movement is now one of passive resistance 
and non-co-operation, carried out to such an extent that the Adminis- 
tration is, to an appreciable degree, ineffective, and much of what the 
Government are confident is the excellent work performed to further 
the moral and material progress of the Samoans is in danger of 
destruction. Indeed, to a great extent it has already been very 
seriously affected, as a perusal of this report must clearly indicate. 


Among the grave symptoms mentioned in the Report are 
the way the High Court was crippled through the difficulty 
of securing the execution of warrants and other processes 
against members of the Mau; the almost total failure of 
the inspectors to induce natives to obey the law about 
the cleaning of plantations, searching for rhinoceros beetles,* 
the decrease of 80 per cent. in the production of native 
copra, and the almost complete loss of sanitary control 
in the villages. The ban of the Mau has extended even 
to the registration of births and deaths and to the women’s 
committees which were an essential part of the child 
welfare scheme. The one gleam of sanity which relieves 


* This beetle, which feeds on the fronds of the coconut palm, is the 
greatest scourge of Western Samoa. _It is now rapidly increasing through 
the neglect of the native plantations. The number of beetles, etc., collected 
from these plantations during 1927-28 is as follows, the figures for the 
previous year appear in brackets :—Beetles, 103,466 [139,900]; larva, 
3,330,982 [4,417,254]; eggs, 577,181 [495,797]: 
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this. gloomy record is the reversal of a decision which 
had closed some of the schools. 

Answering a question in the House of Representatives 
on September 14, the Prime Minister said that of native 
taxes totalling £17,000 a balance of £15,000 was still 
unpaid. The shortage is being met by a loan of £30,000 
from the New Zealand Government, in addition to the ~ 
usual subsidy of £20,000, and by an increase of customs 
duties. In the same statement Mr. Coates said that there 
were already “ definite signs of improvement,” but our 
latest report, dated September 6, from the Press Asso-’ 
ciation’s correspondent at Apia was not encouraging :— 


The Samoan Mau is still recalcitrant. At a meeting yesterday it 
was reported that it had been decided to take no notice of the 
Mandates Commission’s report and relieve from office the original 
Samoan members of the Mau committee and reinstitute a boycott 
of stores by Mau members, but no picketing by Mau police. It 
demanded the London Missionary Society to withdraw the white 
missionaries and appoint Samoan pastors to run the churches. 
Failing this the Mau will institute a pan-Samoan church. 


New Zealand, 
October 9, 1928. 





